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6. If this credit expires during an interruption of business of this financial institution as described in Article 17 of the
UCP, the financial institution specifically agrees to effect payment if this credit is drawn against within 30 days after

the resumption of our business.

Sincerely,

[Issuing financial institution]

(f) The following format shall be used by the financial institution to confirm an ILC:

[Confirming Financial Institution's Letterhead or Name and Address]

(Date)

Our Letter of Credit Advice Number

Beneficiary: [U.S. Government agency]

Issuing Financial Institution:

Issuing Financial Institution's LC No.:

Gentlemen:

1. We hereby confirm the above indicated Letter of Credit, the original of which is attached, issued by

[name of issuing financial institution] for drawings of up to United States dollars /US. § and
expiring with our close of business on [the expiration date], or any automatically extended
expiration date.

2. Drafi(s) drawn under the Letter of Credit and this Confirmation are payable at our office located at

3. We hereby undertake to honor sight draft(s) drawn under and presented with the Letter of Credit and this
Confirmation at our offices as specified herein.

4, [This paragraph is omitted if used as a bid guarantee, and subsequent paragraphs are renumbered.] It is a condition
of this confirmation that it be deemed automatically extended without amendment for one year from the expiration
date hereof, or any automatically extended expiration date, unless:

(a) At least 60 days prior to any such expiration date, we shall notify the Contracting Officer, or the transferee and
the issuing financial institution, by registered mail or other receipted means of delivery, that we elect not to consider
this confirmation extended for any such additional period; or

(b) The issuing financial institution shall have exercised its right to notify you or the transferee, the account party,
and ourselves, of its election not to extend the expiration date of the Letter of Credit.

5. This confirmation is subject to the Uniform Customs and Practice (UCP) for Documentary Credits, 1993 Revision,
International Chamber of Commerce Publication No. 500, and to the extent not inconsistent therewith, to the laws of
[state of confirming financial institution].

6. If this confirmation expires during an interruption of business of this financial institution as described in Article 17
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of the UCP, we specifically agree to effect payment if this credit is drawn against within 30 days after the resumption
of our business.

Sincerely,

[Confirming financial institution]
(g) The following format shall be used by the Contracting Officer for a sight draft to draw on the Letter of Credit:

SIGHT DRAFT

[City, State]

(Date)

[Name and address of financial institution]

Pay to the order of [Beneficiary Agency] the sum of United States $
This draft is drawn under Irrevocable Letter of Credit No.

[Beneficiary Agency]

By:

(End of clause)

52.228-15 PERFORMANCE AND PAYMENT BONDS--CONSTRUCTION (SEP 2005)
(a) Definitions. As used in this clause--

Original contract price means the award price of the contract; or, for requirements contracts, the price payable for the
estimated total quantity; or, for indefinite-quantity contracts, the price payable for the specified minimum quantity.
Original contract price does not include the price of any options, except those options exercised at the time of
contract award.

(b) Amount of required bonds. Unless the resulting contract price is $100,000 or less, the successful offeror shall
furnish performance and payment bonds to the Contracting Officer as follows:

(1) Performance bonds (Standard Form 25). The penal amount of performance bonds at the time of contract award
shall be 100 percent of the original contract price.

(2) Payment Bonds (Standard Form 25-A). The penal amount of payment bonds at the time of contract award shall
be 100 percent of the original contract price.

(3) Additional bond protection. (i) The Government may require additional performance and payment bond
protection if the contract price is increased. The increase in protection generally will equal 100 percent of the
increase in contract price.
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(ii) The Government may secure the additional protection by directing the Contractor to increase the penal amount of
the existing bond or to obtain an additional bond.

(c) Furnishing executed bonds. The Contractor shall furnish all executed bonds, including any necessary reinsurance
agreements, to the Contracting Officer, within the time period specified in the Bid Guarantee provision of the
solicitation, or otherwise specified by the Contracting Officer, but in any event, before starting work.

(d) Surety or other security for bonds. The bonds shall be in the form of firm commitment, supported by corporate
sureties whose names appear on the list contained in Treasury Department Circular 570, individual sureties, or by
other acceptable security such as postal money order, certified check, cashier's check, irrevocable letter of credit, or,
in accordance with Treasury Department regulations, certain bonds or notes of the United States. Treasury Circular
570 is published in the Federal Register or may be obtained from the U.S. Department of Treasury, Financial
Management Service, Surety Bond Branch, 401 14th Street, NW, 2nd Floor, West Wing, Washington, DC 20227.

(e) Notice of subcontractor waiver of protection (40 U.S.C. 3133(c)). Any waiver of the right to sue on the payment
bond is void unless it is in writing, signed by the person whose right is waived, and executed after such person has
first furnished labor or material for use in the performance of the contract.

(End of clause)

52.229-2 NORTH CAROLINA STATE AND LOCAL SALES AND USE TAX (APR 1984)

(a) "Materials," as used in this clause, means building materials, supplies, fixtures, and equipment that become a part
of or are annexed to any building or structure erected, altered, or repaired under this contract.

(b) If this is a fixed-price contract, the contract price includes North Carolina State and local sales and use taxes to
be paid on materials, notwithstanding any other provision of this contract. If this is a cost-reimbursement contract,
any North Carolina State and local sales and use taxes paid by the Contractor on materials shall constitute an
allowable cost under this contract.

(c) At the time specified in paragraph (d) below, the Contractor shall furnish the Contracting Officer certified
statements setting forth the cost of the materials purchased from each vendor and the amount of North Carolina State
and local sales and use taxes paid. In the event the Contractor makes several purchases from the same vendor, the
certified statement shall indicate the invoice numbers, the inclusive dates of the invoices, the total amount of the
invoices, and the North Carolina State and local sales and use taxes paid. The statement shall also include the cost of
any tangible personal property withdrawn from the Contractor's warehouse stock and the amount of North Carolina
State and local sales or use tax paid on this property by the Contractor. Any local sales or use taxes included in the
Contractor's statements must be shown separately from the State sales or use taxes. The Contractor shall furnish any
additional information the Commissioner of Revenue of the State of North Carolina may require to substantiate a
refund claim for sales or use taxes. The Contractor shall also obtain and furnish to the Contracting Officer similar
certified statements by its subcontractors.

(d) If this contract is completed before the next October 1, the certified statements to be furnished pursuant to
paragraph (c) above shall be submitted within 60 days after completion. If this contract is not completed before the
next October 1, the certified statements shall be submitted on or before November 30 of each year and shall cover
taxes paid during the 12-month period that ended the preceding September 30.

(e) The certified statements to be furnished pursuant to paragraph (c) above shall be in the following form: I hereby
certify that during the period . . .. to ... .[insert dates], . . . . [insert name of Contractor or subcontractor] paid North
Carolina State and local sales and use taxes aggregating $ . . .. (State) and $ . . . . (local), with respect to building

materials, supplies, fixtures, and equipment that have become a part of or annexed to a building or structure erected,



DUMMYFILE
Page 158 of 297

altered, or repaired by . . . . [insert name of Contractor or subcontractor] for the United States of America, and that
the vendors from whom the property was purchased, the dates and numbers of the invoices covering the purchases,
the total amount of the invoices of each vendor, the North Carolina State and local sales and use taxes paid on the
property (shown separately), and the cost of property withdrawn from warehouse stock and North Carolina State and
local sales or use taxes paid on this property are as set forth in the attachments.

(End of clause)

52.229-3 FEDERAL, STATE, AND LOCAL TAXES (APR 2003)
(a) As used in this clause--

"Contract date" means the date set for bid opening or, if this is a negotiated contract or a modification, the effective
date of this contract or modification.

"All applicable Federal, State, and local taxes and duties” means all taxes and duties, in effect on the contract date,
that the taxing authority is imposing and collecting on the transactions or property covered by this contract.

" After-imposed Federal tax" means any new or increased Federal excise tax or duty, or tax that was exempted or
excluded on the contract date but whose exemption was later revoked or reduced during the contract period, on the
transactions or property covered by this contract that the Contractor is required to pay or bear as the result of
legislative, judicial, or administrative action taking effect after the contract date. It does not include social security
tax or other employment taxes.

"After-relieved Federal tax" means any amount of Federal excise tax or duty, except social security or other
employment taxes, that would otherwise have been payable on the transactions or property covered by this contract,
but which the Contractor is not required to pay or bear, or for which the Contractor obtains a refund or drawback, as
the result of legislative, judicial, or administrative action taking effect after the contract date.

Local taxes includes taxes imposed by a possession or territory of the United States, Puerto Rico, or the Northern
Mariana Islands, if the contract is performed wholly or partly in any of those areas.

(b) The contract price includes all applicable Federal, State, and local taxes and duties.

(¢) The contract price shall be increased by the amount of any after-imposed Federal tax, provided the Contractor
warrants in writing that no amount for such newly imposed Federal excise tax or duty or rate increase was included
in the contract price, as a contingency reserve or otherwise.

(d) The contract price shall be decreased by the amount of any after-relieved Federal tax.

(e) The contract price shall be decreased by the amount of any Federal excise tax or duty, except social security or
other employment taxes, that the Contractor is required to pay or bear, or does not obtain a refund of, through the

Contractor's fault, negligence, or failure to follow instructions of the Contracting Officer.

(f) No adjustment shall be made in the contract price under this clause unless the amount of the adjustment exceeds
$250.

(2) The Contractor shall promptly notify the Contracting Officer of all matters relating to any Federal excise tax or
duty that reasonably may be expected to result in either an increase or decrease in the contract price and shall take
appropriate action as the Contracting Officer directs.

(h) The Government shall, without liability, furnish evidence appropriate to establish exemption from any Federal,
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State, or local tax when the Contractor requests such evidence and a reasonable basis exists to sustain the exemption.

(End of clause)

52.229-4 FEDERAL, STATE, AND LOCAL TAXES (STATE AND LOCAL ADJUSTMENTS) (APR 2003)
(a) As used in this clause--

"Contract date" means the effective date of this contract and, for any modification to this contract, the effective date
of the modification.

"All applicable Federal, State, and local taxes and duties" means all taxes and duties, in effect on the contract date,
that the taxing authority is imposing and collecting on the transactions or property covered by this contract.

"' After-imposed tax" means any new or increased Federal, State, or local tax or duty, or tax that was excluded on the
contract date but whose exclusion was later revoked or amount of exemption reduced during the contract period,
other than an excepted tax, on the transactions or property covered by this contract that the Contractor is required to
pay or bear as the result of legislative, judicial, or administrative action taking effect after the contract date.

"After-relieved tax" means any amount of Federal, State, or local tax or duty, other than an excepted tax, that would
otherwise have been payable on the transactions or property covered by this contract, but which the Contractor is not
required to pay or bear, or for which the Contractor obtains a refund or drawback, as the result of legislative,
judicial, or administrative action taking effect after the contract date.

"Excepted tax" means social security or other employment taxes, net income and franchise taxes, excess profits
taxes, capital stock taxes, transportation taxes, unemployment compensation taxes, and property taxes. "Excepted
tax" does not include gross income taxes levied on or measured by sales or receipts from sales, property taxes
assessed on completed supplies covered by this contract, or any tax assessed on the Contractor's possession of,
interest in, or use of property, title to which is in the Government.

Local taxes includes taxes imposed by a possession or territory of the United States, Puerto Rico, or the Northern
Mariana Islands, if the contract is performed wholly or partly in any of those areas.

(b) Unless otherwise provided in this contract, the contract price includes all applicable Federal, State, and local
taxes and duties.

(c) The contract price shall be increased by the amount of any after-imposed tax, or of any tax or duty specifically
excluded from the contract price by a term or condition of this contract that the Contractor is required to pay or bear,
including any interest or penalty, if the Contractor states in writing that the contract price does not include any
contingency for such tax and if liability for such tax, interest, or penalty was not incurred through the Contractor's
fault, negligence, or failure to follow instructions of the Contracting Officer.

(d) The contract price shall be decreased by the amount of any after-relieved tax. The Government shall be entitled
to interest received by the Contractor incident to a refund of taxes to the extent that such interest was earned after the
Contractor was paid by the Government for such taxes. The Government shall be entitled to repayment of any
penalty refunded to the Contractor to the extent that the penalty was paid by the Government.

(e) The contract price shall be decreased by the amount of any Federal, State, or local tax, other than an excepted
tax, that was included in the contract price and that the Contractor is required to pay or bear, or does not obtain a
refund of, through the Contractor's fault, negligence, or failure to follow instructions of the Contracting Officer.

(f) No adjustment shall be made in the contract price under this clause unless the amount of the adjustment exceeds
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§250.

(g) The Contractor shall promptly notify the Contracting Officer of all matters relating to Federal, State, and local
taxes and duties that reasonably may be expected to result in either an increase or decrease in the contract price and
shall take appropriate action as the Contracting Officer directs. The contract price shall be equitably adjusted to
cover the costs of action taken by the Contractor at the direction of the Contracting Officer, including any interest,
penalty, and reasonable attorneys' fees.

(h) The Government shall furnish evidence appropriate to establish exemption from any Federal, State, or local tax
when (1) the Contractor requests such exemption and states in writing that it applies to a tax excluded from the
contract price and (2) a reasonable basis exists to sustain the exemption.

(End of clause)

52.229-6 TAXES--FOREIGN FIXED-PRICE CONTRACTS (JUN 2003)

(a) To the extent that this contract provides for furnishing supplies or performing services outside the United States
and its outlying areas, this clause applies in lieu of any Federal, State, and local taxes clause of the contract.

(b) Definitions. As used in this clause--

"Contract date," means the date set for bid opening or, if this is a negotiated contract or a modification, the effective
date of this contract or modification.

Country concerned means any country, other than the United States and its outlying areas, in which expenditures
under this contract are made.

"Tax" and "taxes," include fees and charges for doing business that are levied by the government of the country
concerned or by its political subdivisions.

"All applicable taxes and duties," means all taxes and duties, in effect on the contract date, that the taxing authority is
imposing and collecting on the transactions or property covered by this contract, pursuant to written ruling or
regulation in effect on the contract date.

"After-imposed tax," means any new or increased tax or duty, or tax that was exempted or excluded on the contract
date but whose exemption was later revoked or reduced during the contract period, other than excepted tax, on the
transactions or property covered by this contract that the Contractor is required to pay or bear as the result of
legislative, judicial, or administrative action taking effect after the contract date.

"After-relieved tax," means any amount of tax or duty, other than an excepted tax, that would otherwise have been
payable on the transactions or property covered by this contract, but which the Contractor is not required to pay or
bear, or for which the Contractor obtains a refund, as the result of legislative, judicial, or administrative action taking
effect after the contract date.

"Excepted tax," means social security or other employment taxes, net income and franchise taxes, excess profits
taxes, capital stock taxes, transportation taxes, unemployment compensation taxes, and property taxes. "Excepted
tax" does not include gross income taxes levied on or measured by sales or receipts from sales, property taxes
assessed on completed supplies covered by this contract, or any tax assessed on the Contractor's possession of,
interest in, or use of property, title to which is in the U.S. Government.

(c) Unless otherwise provided in this contract, the contract price includes all applicable taxes and duties, except taxes
and duties that the Government of the United States and the government of the country concerned have agreed shall
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not be applicable to expenditures in such country by or on behalf of the United States.

(d) The contract price shall be increased by the amount of any after-imposed tax or of any tax or duty specifically
excluded from the contract price by a provision of this contract that the Contractor is required to pay or bear,
including any interest or penalty, if the Contractor states in writing that the contract price does not include any
contingency for such tax and if liability for such tax, interest, or penalty was not incurred through the Contractor's
fault, negligence, or failure to follow instructions of the Contracting Officer or to comply with the provisions of
paragraph (i) below.

(e) The contract price shall be decreased by the amount of any after-relieved tax, including any interest or penalty.
The Government of the United States shall be entitled to interest received by the Contractor incident to a refund of
taxes to the extent that such interest was earned after the Contractor was paid by the Government of the United States
for such taxes. The Government of the United States shall be entitled to repayment of any penalty refunded to the
Contractor to the extent that the penalty was paid by the Government.

(f) The contract price shall be decreased by the amount of any tax or duty, other than an excepted tax, that was
included in the contract and that the Contractor is required to pay or bear, or does not obtain a refund of, through the
Contractor’s fault, negligence, or failure to follow instructions of the Contracting Officer or to comply with the
provisions of paragraph (i) below.

(g) No adjustment shall be made in the contract price under this clause unless the amount of the adjustment exceeds
$250.

(h) If the Contractor obtains a reduction in tax liability under the United States Internal Revenue Code (Title 26, U.S.
Code) because of the payment of any tax or duty that either was included in the contract price or was the basis of an
increase in the contract price, the amount of the reduction shall be paid or credited to the Government of the United
States as the Contracting Officer directs.

(i) The Contractor shall take all reasonable action to obtain exemption from or refund of any taxes or duties,
including interest or penalty, from which the United States Government, the Contractor, any subcontractor, or the
transactions or property covered by this contract are exempt under the laws of the country concerned or its political
subdivisions or which the governments of the United States and of the country concerned have agreed shall not be
applicable to expenditures in such country by or on behalf of the United States.

(j) The Contractor shall promptly notify the Contracting Officer of all matters relating to taxes or duties that
reasonably may be expected to result in either an increase or decrease in the contract price and shall take appropriate
action as the Contracting Officer directs. The contract price shall be equitably adjusted to cover the costs of action
taken by the Contractor at the direction of the Contracting Officer, including any interest, penalty, and reasonable
attorneys' fees.

(End of clause)

52.229-7 TAXES--FIXED-PRICE CONTRACTS WITH FOREIGN GOVERNMENTS (JAN 1991)

(a) "Contract date," as used in this clause, means the date set for bid opening or, if this is a negotiated contract or a
modification, the effective date of this contract or modification.

(b) The contract price, including the prices in any subcontracts under this contract, does not include any tax or duty

that the Government of the United States and the Government of have agreed shall not apply to expenditures
made by the United States in or any tax or duty not applicable to this contract or any subcontracts under this
contract, pursuant to the laws of . If any such tax or duty has been included in the contract price, through error

or otherwise, the contract price shall be correspondingly reduced.
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(c) If, after the contract date, the Government of the United States and the Government of agree that any tax

or duty included in the contract price shall not apply to expenditures by the United States in , the contract price
shall be reduced accordingly.

(d) No adjustment shall be made in the contract price under this clause unless the amount of the adjustment exceeds
$250.

(End of clause)

52.230-1 COST ACCOUNTING STANDARDS NOTICES AND CERTIFICATION (JUN 2000)

Note: This notice does not apply to small businesses or foreign governments. This notice is in three parts, identified
by Roman numerals I through III.

Offerors shall examine each part and provide the requested information in order to determine Cost Accounting
Standards (CAS) requirements applicable to any resultant contract.

If the offeror is an educational institution, Part II does not apply unless the contemplated contract will be subject to
full or modified CAS coverage pursuant to 48 CFR 9903.201-2(c)(5) or 9903.201-2(c)(6), respectively.

L. DISCLOSURE STATEMENT--COST ACCOUNTING PRACTICES AND CERTIFICATION

(a) Any contract in excess of $500,000 resulting from this solicitation will be subject to the requirements of the Cost
Accounting Standards Board (48 CFR Chapter 99), except for those contracts which are exempt as specified in 48
CFR 9903.201-1.

(b) Any offeror submitting a proposal which, if accepted, will result in a contract subject to the requirements of 48
CFR Chapter 99 must, as a condition of contracting, submit a Disclosure Statement as required by 48 CFR 9903.202.
When required, the Disclosure Statement must be submitted as a part of the offeror's proposal under this solicitation
unless the offeror has already submitted a Disclosure Statement disclosing the practices used in connection with the
pricing of this proposal. If an applicable Disclosure Statement has already been submitted, the offeror may satisfy the
requirement for submission by providing the information requested in paragraph (c) of Part I of this provision.

CAUTION: In the absence of specific regulations or agreement, a practice disclosed in a Disclosure Statement shall
not, by virtue of such disclosure, be deemed to be a proper, approved, or agreed-to practice for pricing proposals or
accumulating and reporting contract performance cost data.

(c) Check the appropriate box below:
(1) Certificate of Concurrent Submission of Disclosure Statement.

The offeror hereby certifies that, as a part of the offer, copies of the Disclosure Statement have been submitted as
follows: (i) original and one copy to the cognizant Administrative Contracting Officer (ACO) or cognizant Federal
agency official authorized to act in that capacity (Federal official), as applicable, and (ii) one copy to the cognizant
Federal auditor.

(Disclosure must be on Form No. CASB DS-1 or CASB DS-2, as applicable. Forms may be obtained from the
cognizant ACO or Federal official and/or from the loose-leaf version of the Federal Acquisition Regulation.)

Date of Disclosure Statement: Name and Address of Cognizant ACO or Federal Official
Where Filed:
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The offeror further certifies that the practices used in estimating costs in pricing this proposal are consistent with the
cost accounting practices disclosed in the Disclosure Statement,

(2) Certificate of Previously Submitted Disclosure Statement.
The offeror hereby certifies that the required Disclosure Statement was filed as follows:

Date of Disclosure Statement: Name and Address of Cognizant ACO or Federal
Official Where Filed:

The offeror further certifies that the practices used in estimating costs in pricing this proposal are consistent with the
cost accounting practices disclosed in the applicable Disclosure Statement.

(3) Certificate of Monetary Exemption.

The offeror hereby certifies that the offeror, together with all divisions, subsidiaries, and affiliates under common
control, did not receive net awards of negotiated prime contracts and subcontracts subject to CAS totaling more than
$50 million (of which at least one award exceeded $1 million) in the cost accounting period immediately preceding
the period in which this proposal was submitted. The offeror further certifies that if such status changes before an
award resulting from this proposal, the offeror will advise the Contracting Officer immediately.

(4) Certificate of Interim Exemption.

The offeror hereby certifies that (i) the offeror first exceeded the monetary exemption for disclosure, as defined in
(3) of this subsection, in the cost accounting period immediately preceding the period in which this offer was
submitted and (ii) in accordance with 48 CFR 9903.202-1, the offeror is not yet required to submit a Disclosure
Statement. The offeror further certifies that if an award resulting from this proposal has not been made within 90
days after the end of that period, the offeror will immediately submit a revised certificate to the Contracting Officer,
in the form specified under subparagraph (c)(1) or (c)(2) of Part I of this provision, as appropriate, to verify
submission of a completed Disclosure Statement.

CAUTION: Offerors currently required to disclose because they were awarded a CAS-covered prime contract or
subcontract of $50 million or more in the current cost accounting period may not claim this exemption (4). Further,
the exemption applies only in connection with proposals submitted before expiration of the 90-day period following
the cost accounting period in which the monetary exemption was exceeded.

II. COST ACCOUNTING STANDARDS--ELIGIBILITY FOR MODIFIED CONTRACT COVERAGE

If the offeror is eligible to use the modified provisions of 48 CFR 9903.201-2(b) and elects to do so, the offeror shall
indicate by checking the box below. Checking the box below shall mean that the resultant contract is subject to the
Disclosure and Consistency of Cost Accounting Practices clause in lieu of the Cost Accounting Standards clause.

( ) The offeror hereby claims an exemption from the Cost Accounting Standards clause under the provisions of 48
CFR 9903.201-2(b) and certifies that the offeror is eligible for use of the Disclosure and Consistency of Cost
Accounting Practices clause because during the cost accounting period immediately preceding the period in which
this proposal was submitted, the offeror received less than $50 million in awards of CAS-covered prime contracts
and subcontracts. The offeror further certifies that if such status changes before an award resulting from this
proposal, the offeror will advise the Contracting Officer immediately.

CAUTION: An offeror may not claim the above eligibility for modified contract coverage if this proposal is
expected to result in the award of a CAS-covered contract of $50 million or more or if, during its current cost
accounting period, the offeror has been awarded a single CAS-covered prime contract or subcontract of $25 million
or more.



DUMMYFILE
Page 164 of 297
ITI. ADDITIONAL COST ACCOUNTING STANDARDS APPLICABLE TO EXISTING CONTRACTS

The offeror shall indicate below whether award of the contemplated contract would, in accordance with
subparagraph (a)(3) of the Cost Accounting Standards clause, require a change in established cost accounting
practices affecting existing contracts and subcontracts,

( )YES( )NO

(End of clause)

52.230-1 COST ACCOUNTING STANDARDS NOTICES AND CERTIFICATION (JUN 2000) - ALTERNATE 1
(APR 1996).

Note: This notice does not apply to small businesses or foreign governments. This notice is in three parts, identified
by Roman numerals I through I11.

Offerors shall examine each part and provide the requested information in order to determine Cost Accounting
Standards (CAS) requirements applicable to any resultant contract.

If the offeror is an educational institution, Part II does not apply unless the contemplated contract will be subject to
full or modified CAS coverage pursuant to 48 CFR 9903.201-2(c)(5) or 9903.201-2(c)(6), respectively.

I. DISCLOSURE STATEMENT--COST ACCOUNTING PRACTICES AND CERTIFICATION

(a) Any contract in excess of $500,000 resulting from this solicitation, except contracts in which the price negotiated
is based on (1) established catalog or market prices of commercial items sold in substantial quantities to the general
public, or (2) prices set by law or regulation, will be subject to the requirements of the Cost Accounting Standards
Board (48 CFR Chapter 99), except for those contracts which are exempt as specified in 48 CFR 9903.201-1.

(b) Any offeror submitting a proposal which, if accepted, will result in a contract subject to the requirements of 48
CFR Chapter 99 must, as a condition of contracting, submit a Disclosure Statement as required by 48 CFR 9903.202.
When required, the Disclosure Statement must be submitted as a part of the offeror's proposal under this solicitation
unless the offeror has already submitted a Disclosure Statement disclosing the practices used in connection with the
pricing of this proposal. If an applicable Disclosure Statement has already been submitted, the offeror may satisfy the
requirement for submission by providing the information requested in paragraph (c) of Part I of this provision.

CAUTION: In the absence of specific regulations or agreement, a practice disclosed in a Disclosure Statement shall
not, by virtue of such disclosure, be deemed to be a proper, approved, or agreed-to practice for pricing proposals or
accumulating and reporting contract performance cost data.

(c) Check the appropriate box below:
( ) (1) Certificate of Concurrent Submission of Disclosure Statement.

The offeror hereby certifies that, as a part of the offer, copies of the Disclosure Statement have been submitted as
follows: (i) original and one copy to the cognizant Administrative Contracting Officer (ACO) or cognizant Federal
agency official authorized to act in that capacity (Federal official), as applicable, and (ii) one copy to the cognizant
Federal auditor.

(Disclosure must be on Form No. CASB DS-1 or CASB DS-2, as applicable. Forms may be obtained from the
cognizant ACO or Federal official and/or from the loose-leaf version of the Federal Acquisition Regulation.)
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Date of Disclosure Statement:

Name and Address of Cognizant ACO or Federal Official Where Filed:

The offeror further certifies that the practices used in estimating costs in pricing this proposal are consistent with the
cost accounting practices disclosed in the Disclosure Statement.

( ) (2) Certificate of Previously Submitted Disclosure Statement.
The offeror hereby certifies that the required Disclosure Statement was filed as follows:

Date of Disclosure Statement:

Name and Address of Cognizant ACO or Federal Official Where Filed:

The offeror further certifies that the practices used in estimating costs in pricing this proposal are consistent with the
cost accounting practices disclosed in the applicable Disclosure Statement.

( ) (3) Certificate of Monetary Exemption.

The offeror hereby certifies that the offeror, together with all divisions, subsidiaries, and affiliates under common
control, did not receive net awards of negotiated prime contracts and subcontracts subject to CAS totaling more than
$25 million (of which at least one award exceeded $1 million) in the cost accounting period immediately preceding
the period in which this proposal was submitted. The offeror further certifies that if such status changes before an
award resulting from this proposal, the offeror will advise the Contracting Officer immediately.

( ) (4) Certificate of Interim Exemption.

The offeror hereby certifies that (i) the offeror first exceeded the monetary exemption for disclosure, as defined in
(3) of this subsection, in the cost accounting period immediately preceding the period in which this offer was
submitted and (ii) in accordance with 48 CFR 9903.202-1, the offeror is not yet required to submit a Disclosure
Statement. The offeror further certifies that if an award resulting from this proposal has not been made within 90
days after the end of that period, the offeror will immediately submit a revised certificate to the Contracting Officer,
in the form specified under subparagraph (c)(1) or (c)(2) of Part I of this provision, as appropriate, to verify
submission of a completed Disclosure Statement.

() (5) Certificate of Disclosure Statement Due Date by Educational Institution. If the offeror is an educational
institution that, under the transition provisions of 48 CFR 9903.202-1(f), is or will be required to submit a Disclosure
Statement after receipt of this award, the offeror hereby certifies that (check one and complete):

( ) (i) A Disclosure Statement Filing Due Date of has been established with the cognizant
Federal agency.

( ) (ii) The Disclosure Statement will be submitted within the 6-month period ending months after
receipt of this award.

Name and Address of Cognizant ACO or Federal Official Where Disclosure Statement is to be Filed:
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CAUTION: Offerors currently required to disclose because they were awarded a CAS-covered prime contract or
subcontract of $25 million or more in the current cost accounting period may not claim this exemption (4). Further,
the exemption applies only in connection with proposals submitted before expiration of the 90-day period following
the cost accounting period in which the monetary exemption was exceeded.

1. COST ACCOUNTING STANDARDS--ELIGIBILITY FOR MODIFIED CONTRACT COVERAGE

If the offeror is eligible to use the modified provisions of 48 CFR 9903.201-2(b) and elects to do so, the offeror shall
indicate by checking the box below. Checking the box below shall mean that the resultant contract is subject to the
Disclosure and Consistency of Cost Accounting Practices clause in lieu of the Cost Accounting Standards clause.

The offeror hereby claims an exemption from the Cost Accounting Standards clause under the provisions of 48 CFR
9903.201-2(b) and certifies that the offeror is eligible for use of the Disclosure and Consistency of Cost Accounting
Practices clause because during the cost accounting period immediately preceding the period in which this proposal
was submitted, the offeror received less than $25 million in awards of CAS-covered prime contracts and
subcontracts, or the offeror did not receive a single CAS-covered award exceeding $1 million. The offeror further
certifies that if such status changes before an award resulting from this proposal, the offeror will advise the
Contracting Officer immediately.

CAUTION: An offeror may not claim the above eligibility for modified contract coverage if this proposal is
expected to result in the award of a CAS-covered contract of $25 million or more or if, during its current cost
accounting period, the offeror has been awarded a single CAS-covered prime contract or subcontract of $25 million
or more.

III. ADDITIONAL COST ACCOUNTING STANDARDS APPLICABLE TO EXISTING CONTRACTS

The offeror shall indicate below whether award of the contemplated contract would, in accordance with
subparagraph (a)(3) of the Cost Accounting Standards clause, require a change in established cost accounting
practices affecting existing contracts and subcontracts.

() YES
() NO

(End of clause)

52.230-2 COST ACCOUNTING STANDARDS (APR 1998)

(a) Unless the contract is exempt under 48 CFR 9903.201-1 and 9903.201-2, the provisions of 48 CFR Part 9903 are
incorporated herein by reference and the Contractor, in connection with this contract, shall--

(1) (CAS-covered Contracts Only) By submission of a Disclosure Statement, disclose in writing the Contractor's cost
accounting practices as required by 48 CFR 9903.202-1 through 9903.202-5, including methods of distinguishing
direct costs from indirect costs and the basis used for allocating indirect costs. The practices disclosed for this
contract shall be the same as the practices currently disclosed and applied on all other contracts and subcontracts
being performed by the Contractor and which contain a Cost Accounting Standards (CAS) clause. If the Contractor
has notified the Contracting Officer that the Disclosure Statement contains trade secrets and commercial or financial
information which is privileged and confidential, the Disclosure Statement shall be protected and shall not be
released outside of the Government.
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(2) Follow consistently the Contractor's cost accounting practices in accumulating and reporting contract
performance cost data concerning this contract. If any change in cost accounting practices is made for the purposes
of any contract or subcontract subject to CAS requirements, the change must be applied prospectively to this contract
and the Disclosure Statement must be amended accordingly. If the contract price or cost allowance of this contract is
affected by such changes, adjustment shall be made in accordance with subparagraph (a)(4) or (a)(5) of this clause,
as appropriate.

(3) Comply with all CAS, including any modifications and interpretations indicated thereto contained in 48 CFR Part
9904, in effect on the date of award of this contract or, if the Contractor has submitted cost or pricing data, on the
date of final agreement on price as shown on the Contractor's signed certificate of current cost or pricing data. The
Contractor shall also comply with any CAS (or modifications to CAS) which hereafter become applicable to a
contract or subcontract of the Contractor. Such compliance shall be required prospectively from the date of
applicability to such contract or subcontract.

(4)(i) Agree to an equitable adjustment as provided in the Changes clause of this contract if the contract cost is
affected by a change which, pursuant to subparagraph (a)(3) of this clause, the Contractor is required to make to the
Contractor's established cost accounting practices.

(ii) Negotiate with the Contracting Officer to determine the terms and conditions under which a change may be made
to a cost accounting practice, other than a change made under other provisions of subparagraph (a)(4) of this clause;
provided that no agreement may be made under this provision that will increase costs paid by the United States.

(iii) When the parties agree to a change to a cost accounting practice, other than a change under subdivision (a)(4)(i)
of this clause, negotiate an equitable adjustment as provided in the Changes clause of this contract.

(5) Agree to an adjustment of the contract price or cost allowance, as appropriate, if the Contractor or a
subcontractor fails to comply with an applicable Cost Accounting Standard, or to follow any cost accounting practice
consistently and such failure results in any increased costs paid by the United States. Such adjustment shall provide
for recovery of the increased costs to the United States, together with interest thereon computed at the annual rate
established under section 6621 of the Internal Revenue Code of 1986 (26 U.S.C. 6621) for such period, from the
time the payment by the United States was made to the time the adjustment is effected. In no case shall the
Government recover costs greater than the increased cost to the Government, in the aggregate, on the relevant
contracts subject to the price adjustment, unless the Contractor made a change in its cost accounting practices of
which it was aware or should have been aware at the time of price negotiations and which it failed to disclose to the
Government.

(b) If the parties fail to agree whether the Contractor or a subcontractor has complied with an applicable CAS in 48
CFR 9904 or a CAS rule or regulation in 48 CFR 9903 and as to any cost adjustment demanded by the United States,
such failure to agree will constitute a dispute under the Contract Disputes Act (41 U.S.C. 601).

(c) The Contractor shall permit any authorized representatives of the Government to examine and make copies of any
documents, papers, or records relating to compliance with the requirements of this clause.

(d) The Contractor shall include in all negotiated subcontracts which the Contractor enters into, the substance of this
clause, except paragraph (b), and shall require such inclusion in all other subcontracts, of any tier, including the
obligation to comply with all CAS in effect on the subcontractor's award date or if the subcontractor has submitted
cost or pricing data, on the date of final agreement on price as shown on the subcontractor's signed Certificate of
Current Cost or Pricing Data. If the subcontract is awarded to a business unit which pursuant to 48 CFR 9903.201-2
is subject to other types of CAS coverage, the substance of the applicable clause set forth in subsection 30.201-4 of
the Federal Acquisition Regulation shall be inserted. This requirement shall apply only to negotiated subcontracts in
excess of $500,000, except that the requirement shall not apply to negotiated subconiracts otherwise exempt from the
requirement to include a CAS clause as specified in 48 CFR 9903.201-1.

(End of clause)
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52.230-3 DISCLOSURE AND CONSISTENCY OF COST ACCOUNTING PRACTICES (APR 1998)
(a) The Contractor, in connection with this contract, shall--

(1) Comply with the requirements of 48 CFR 9904.401, Consistency in Estimating, Accumulating, and Reporting
Costs; 48 CFR 9904.402, Consistency in Allocating Costs Incurred for the Same Purpose; 48 CFR 9904.405,
Accounting for Unallowable Costs; and 48 CFR 9904.406, Cost Accounting Standard--Cost Accounting Period, in
effect on the date of award of this contract as indicated in 48 CFR Part 9904.

(2) (CAS-covered Contracts Only) If it is a business unit of a company required to submit a Disclosure Statement,
disclose in writing its cost accounting practices as required by 48 CFR 9903.202-1 through 9903.202-5. If the
Contractor has notified the Contracting Officer that the Disclosure Statement contains trade secrets and commercial
or financial information which is privileged and confidential, the Disclosure Statement shall be protected and shall
not be released outside of the Government.

(3)(i) Follow consistently the Contractor's cost accounting practices. A change to such practices may be proposed,
however, by either the Government or the Contractor, and the Contractor agrees to negotiate with the Contracting
Officer the terms and conditions under which a change may be made. After the terms and conditions under which the
change is to be made have been agreed to, the change must be applied prospectively to this contract, and the
Disclosure Statement, if affected, must be amended accordingly.

(11) The Contractor shall, when the parties agree to a change to a cost accounting practice and the Contracting Officer
has made the finding required in 48 CFR 9903.201-6(b), that the change is desirable and not detrimental to the
interests of the Government, negotiate an equitable adjustment as provided in the Changes clause of this contract. In
the absence of the required finding, no agreement may be made under this contract clause that will increase costs
paid by the United States.

(4) Agree to an adjustment of the contract price or cost allowance, as appropriate, if the Contractor or a
subcontractor fails to comply with the applicable CAS or to follow any cost accounting practice, and such failure
results in any increased costs paid by the United States. Such adjustment shall provide for recovery of the increased
costs to the United States together with interest thereon computed at the annual rate of interest established under the
Internal Revenue Code of 1986 (26 U.S.C. 6621), from the time the payment by the United States was made to the
time the adjustment is effected.

(b) If the parties fail to agree whether the Contractor has complied with an applicable CAS, rule, or regulation as
specified in 48 CFR 9903 and 9904 and as to any cost adjustment demanded by the United States, such failure to
agree will constitute a dispute under the Contract Disputes Act (41 U.S.C. 601).

(c) The Contractor shall permit any authorized representatives of the Government to examine and make copies of any
documents, papers, and records relating to compliance with the requirements of this clause.

(d) The Contractor shall include in all negotiated subcontracts, which the Contractor enters into, the substance of this
clause, except paragraph (b), and shall require such inclusion in all other subcontracts of any tier, except that--

(1) If the subcontract is awarded to a business unit which pursuant to 48 CFR 9903.201-2 is subject to other types of
CAS coverage, the substance of the applicable clause set forth in subsection 30.201-4 of the Federal Acquisition
Regulation shall be inserted.

(2) This requirement shall apply only to negotiated subcontracts in excess of $500,000.

(3) The requirement shall not apply to negotiated subcontracts otherwise exempt from the requirement to include a
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CAS clause as specified in 48 CFR 9903.201-1.

(End of clause)

52.230-4 CONSISTENCY IN COST ACCOUNTING PRACTICES (AUG 1992)

The Contractor agrees that it will consistently follow the cost accounting practices disclosed on Form CASB DS-1 in
estimating, accumulating and reporting costs under this contract. In the event the Contractor fails to follow such
practices, it agrees that the contract price shall be adjusted, together with interest, if such failure results in increased
cost paid by the U.S. Government. Interest shall be computed at the annual rate of interest established under section
6621 of the Internal Revenue Code of 1986 (26 U.S.C. 6621) from the time payment by the Government was made
to the time adjustment is effected. The Contractor agrees that the Disclosure Statement filed with the U.K. Ministry
of Defense shall be available for inspection and use by authorized representatives of the United States Government.

(End of clause)

52.230-5 COST ACCOUNTING STANDARDS--EDUCATIONAL INSTITUTION (APR 1998)

(a) Unless the contract is exempt under 48 CFR 9903.201-1 and 9903.201-2, the provisions of 48 CFR 9903 are
incorporated herein by reference and the Contractor, in connection with this contract, shall--

(1) (CAS-covered Contracts Only). If a business unit of an educational institution required to submit a Disclosure
Statement, disclose in writing the Contractor's cost accounting practices as required by 48 CFR 9903.202-1 through
9903.202-5, including methods of distinguishing direct costs from indirect costs and the basis used for accumulating
and allocating indirect costs. The practices disclosed for this contract shall be the same as the practices currently
disclosed and applied on all other contracts and subcontracts being performed by the Contractor and which contain a
Cost Accounting Standards (CAS) clause. If the Contractor has notified the Contracting Officer that the Disclosure
Statement contains trade secrets, and commercial or financial information which is privileged and confidential, the
Disclosure Statement shall be protected and shall not be released outside of the Government.

(2) Follow consistently the Contractor's cost accounting practices in accumulating and reporting contract
performance cost data concerning this contract. If any change in cost accounting practices is made for the purposes
of any contract or subcontract subject to CAS requirements, the change must be applied prospectively to this contract
and the Disclosure Statement, if required, must be amended accordingly. If an accounting principle change mandated
under Office of Management and Budget (OMB) Circular A-21, Cost Principles for Educational Institutions,
requires that a change in the Contractor's cost accounting practices be made after the date of this contract award, the
change must be applied prospectively to this contract and the Disclosure Statement, if required, must be amended
accordingly. If the contract price or cost allowance of this contract is affected by such changes, adjustment shall be
made in accordance with subparagraph (a)(4) or (a)(5) of this clause, as appropriate.

(3) Comply with all CAS, including any modifications and interpretations indicated thereto contained in 48 CFR
9905 in effect on the date of award of this contract or, if the Contractor has submitted cost or pricing data, on the
date of final agreement on price as shown on the Contractor's signed certificate of current cost or pricing data. The
Contractor shall also comply with any CAS (or modifications to CAS) which hereafter become applicable to a
contract or subcontract of the Contractor. Such compliance shall be required prospectively from the date of
applicability to such contract or subcontract.

(4)(i) Agree to an equitable adjustment as provided in the Changes clause of this contract if the contract cost is
affected by a change which, pursuant to subparagraph (a)(3) of this clause, the Contractor is required to make to the
Contractor's established cost accounting practices.
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(i1) Negotiate with the Contracting Officer to determine the terms and conditions under which a change may be made
to a cost accounting practice, other than a change made under other provisions of subparagraph (a)(4) of this clause;
provided that no agreement may be made under this provision that will increase costs paid by the United States.

(iti) When the parties agree to a change to a cost accounting practice, other than a change under subdivision (a)(4)(i)
or (a)(4)(iv) of this clause, negotiate an equitable adjustment as provided in the Changes clause of this contract.

(iv) Agree to an equitable adjustment as provided in the Changes clause of this contract, if the contract cost is
materially affected by an OMB Circular A-21 accounting principle amendment which, on becoming effective after
the date of contract award, requires the Contractor to make a change to the Contractor's established cost accounting
practices.

(5) Agree to an adjustment of the contract price or cost allowance, as appropriate, if the Contractor or a
subcontractor fails to comply with an applicable Cost Accounting Standard, or to follow any cost accounting practice
consistently and such failure results in any increased costs paid by the United States. Such adjustment shall provide
for recovery of the increased costs to the United States, together with interest thereon computed at the annual rate
established under section 6621 of the Internal Revenue Code of 1986 (26 U.S.C. 6621) for such period, from the
time the payment by the United States was made to the time the adjustment is effected. In no case shall the
Government recover costs greater than the increased cost to the Government, in the aggregate, on the relevant
contracts subject to the price adjustment, unless the Contractor made a change in its cost accounting practices of
which it was aware or should have been aware at the time of price negotiations and which it failed to disclose to the
Government.

(b) If the parties fail to agree whether the Contractor or a subcontractor has complied with an applicable CAS or a
CAS rule or regulation in 48 CFR 9903 and as to any cost adjustment demanded by the United States, such failure to
agree will constitute a dispute under the Contract Disputes Act (41 U.S.C. 601).

(c) The Contractor shall permit any authorized representatives of the Government to examine and make copies of any
documents, papers, or records relating to compliance with the requirements of this clause.

(d) The Contractor shall include in all negotiated subcontracts which the Contractor enters into, the substance of this
clause, except paragraph (b), and shall require such inclusion in all other subcontracts, of any tier, including the
obligation to comply with all applicable CAS in effect on the subcontractor's award date or, if the subcontractor has
submitted cost or pricing data, on the date of final agreement on price as shown on the subcontractor's signed
Certificate of Current Cost or Pricing Data, except that--

(1) If the subcontract is awarded to a business unit which pursuant to 48 CFR 9903.201-2 is subject to other types of
CAS coverage, the substance of the applicable clause set forth in 48 CFR 9903.201-4 shall be inserted;

(2) This requirement shall apply only to negotiated subcontracts in excess of $500,000; and

(3) The requirement shall not apply to negotiated subcontracts otherwise exempt from the requirement to include a
CAS clause as specified in 48 CFR 9903.201-1.

(i) Established catalog or market prices of commercial items sold in substantial quantities to the general public; or

(ii) Prices set by law or regulation, and except that the requirement shall not apply to negotiated subcontracts
otherwise exempt from the requirement to include a CAS clause as specified in 48 CFR 9903.201-1.

(End of clause)
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52.230-6 ADMINISTRATION OF COST ACCOUNTING STANDARDS (APR 2005)

For the purpose of administering the Cost Accounting Standards (CAS) requirements under this contract, the
Contractor shall take the steps outlined in paragraphs (b) through (i) and (k) through (n) of this clause:

(a) Definitions. As used in this clause--

Affected CAS-covered contract or subcontract means a contract or subcontract subject to CAS rules and regulations
for which a Contractor or subcontractor--

(1) Used one cost accounting practice to estimate costs and a changed cost accounting practice to accumulate and
report costs under the contract or subcontract; or

(2) Used a noncompliant practice for purposes of estimating or accumulating and reporting costs under the contract
or subcontract.

Cognizant Federal agency official (CFAO) means the Contracting Officer assigned by the cognizant Federal agency
to administer the CAS.

Desirable change means a compliant change to a Contractor's established or disclosed cost accounting practices that
the CFAO finds is desirable and not detrimental to the Government and is, therefore, not subject to the no increased
cost prohibition provisions of CAS-covered contracts and subcontracts affected by the change.

Fixed-price contracts and subcontracts means--

(1) Fixed-price contracts and subcontracts described at FAR 16.202, 16.203, (except when price adjustments are
based on actual costs of labor or material, described at 16.203-1(a)(2)), and 16.207;

(2) Fixed-price incentive contracts and subcontracts where the price is not adjusted based on actual costs incurred
(FAR Subpart 16.4);

(3) Orders issued under indefinite-delivery contracts and subcontracts where final payment is not based on actual
costs incurred (FAR Subpart 16.5); and

(4) The fixed-hourly rate portion of time-and-materials and labor-hours contracts and subcontracts (FAR Subpart
16.6).

Flexibly-priced contracts and subcontracts means--
(1) Fixed-price contracts and subcontracts described 16.203-1(a)(2) at FAR 16.204, 16.205, and 16.206;
(2) Cost-reimbursement contracts and subcontracts (FAR Subpart 16.3);

(3) Incentive contracts and subcontracts where the price may be adjusted based on actual costs incurred (FAR
Subpart 16.4);

(4) Orders issued under indefinite-delivery contracts and subcontracts where final payment is based on actual costs
incurred (FAR Subpart 16.5); and

(5) The materials portion of time-and-materials contracts and subcontracts (FAR Subpart 16.6).
Noncompliance means a failure in estimating, accumulating, or reporting costs to--

(1) Comply with applicable CAS; or
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(2) Consistently follow disclosed or established cost accounting practices.
Required change means--

(1) A change in cost accounting practice that a Contractor is required to make in order to comply with a CAS, ora
modification or interpretation thereof, that subsequently becomes applicable to existing CAS-covered contracts or
subcontracts due to the receipt of another CAS-covered contract or subcontract; or

(2) A prospective change to a disclosed or established cost accounting practice when the CFAO determines that the
former practice was in compliance with applicable CAS and the change is necessary for the Contractor to remain in
compliance.

Unilateral change means a change in cost accounting practice from one compliant practice to another compliant
practice that a Contractor with a CAS-covered contract(s) or subcontract(s) elects to make that has not been deemed
a desirable change by the CFAO and for which the Government will pay no aggregate increased costs.

(b) Submit to the CFAO a description of any cost accounting practice change as outlined in paragraphs (b)(1)
through (3) of this clause (including revisions to the Disclosure Statement, if applicable), and any written statement
that the cost impact of the change is immaterial. If a change in cost accounting practice is implemented without
submitting the notice required by this paragraph, the CFAO may determine the change to be a failure to follow
paragraph (a)(2) of the clause at FAR 52.230-2, Cost Accounting Standards; paragraph (a)(4) of the clause at FAR
52.230-3, Disclosure and Consistency of Cost Accounting Practices; or paragraph (a)(2) of the clause at FAR
52.230-5, Cost Accounting Standards--Educational Institution.

(1) When a description has been submitted for a change in cost accounting practice that is dependent on a contact
award and that contract is subsequently awarded, notify the CFAO within 15 days after such award.

(2) For any change in cost accounting practice not covered by (b)(1) of this clause that is required in accordance with
paragraphs (a)(3) and (a)(4)(i) of the clause at FAR 52.230-2; or paragraphs (a)(3), (a)(4)(i), or (a)(4)(iv) of the
clause at FAR 52.230-5; submit a description of the change to the CFAO not less than 60 days (or such other date as
may be mutually agreed to by the CFAQO and the Contractor) before implementation of the change.

(3) For any change in cost accounting practices proposed in accordance with paragraph (a)(4)(ii) or (iii) of the
clauses at FAR 52.230-2 and FAR 52.230-5; or with paragraph (a)(3) of the clause at FAR 52.230-3, submit a
description of the change not less than 60 days (or such other date as may be mutually agreed to by the CFAO and
the Contractor) before implementation of the change. If the change includes a proposed retroactive date submit
supporting rationale.

(4) Submit a description of the change necessary to correct a failure to comply with an applicable CAS or to follow a
disclosed practice (as contemplated by paragraph (a)(5) of the clause at FAR 52.230-2 and FAR 52.230-5; or by
paragraph (a)(4) of the clause at FAR 52.230-3)--

(i) Within 60 days (or such other date as may be mutually agreed to by the CFAO and the Contractor) after the date
of agreement with the CFAQO that there is a noncompliance; or

(ii) In the event of Contractor disagreement, within 60 days after the CFAO notifies the Contractor of the
determination of noncompliance.

(c) When requested by the CFAQ, submit on or before a date specified by the CFAO--

(1) A general dollar magnitude (GDM) proposal in accordance with paragraph (d) or (g) of this clause. The
Contractor may submit a detailed cost-impact (DCI) proposal in lieu of the requested GDM proposal provided the
DCI proposal is in accordance with paragraph (e) or (h) of this clause;
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(2) A detailed cost-impact (DCI) proposal in accordance with paragraph (¢) or (h) of this clause;

(3) For any request for a desirable change that is based on the criteria in FAR 30.603-2(b)(3)(ii), the data necessary
to demonstrate the required cost savings; and

(4) For any request for a desirable change that is based on criteria other than that in FAR 30.603-2(b)(3)(ii), a GDM
proposal and any other data necessary for the CFAO to determine if the change is a desirable change.

(d) For any change in cost accounting practice subject to paragraph (b)(1), (b)(2), or (b)(3) of this clause, the GDM
proposal shall--

(1) Calculate the cost impact in accordance with paragraph (f) of this clause;

(2) Use one or more of the following methods to determine the increase or decrease in cost accumulations:

(i) A representative sample of affected CAS-covered contracts and subcontracts.

(ii) The change in indirect rates multiplied by the total estimated base computed for each of the following groups:
(A) Fixed-price contracts and subcontracts.

(B) Flexibly-priced contracts and subcontracts.

(iii) Any other method that provides a reasonable approximation of the total increase or decrease in cost
accumulations for all affected fixed-price and flexibly-priced contracts and subcontracts;

(3) Use a format acceptable to the CFAO but, as a minimum, include the following data:

(i) The estimated increase or decrease in cost accumulations by Executive agency, including any impact the change
may have on contract and subcontract incentives, fees, and profits, for each of the following groups:

(A) Fixed-price contracts and subcontracts.

(B) Flexibly-priced contracts and subcontracts.

(ii) For unilateral changes, the increased or decreased costs to the Government for each of the following groups:
(A) Fixed-price contracts and subcontracts.

(B) Flexibly-priced contracts and subcontracts; and

(4) When requested by the CFAO, identify all affected CAS-covered contracts and subcontracts.

(e) For any change in cost accounting practice subject to paragraph (b)(1), (b)(2), or (b)(3) of this clause, the DCI
proposal shall--

(1) Show the calculation of the cost impact in accordance with paragraph (f) of this clause;

(2) Show the estimated increase or decrease in cost accumulations for each affected CAS-covered contract and
subcontract unless the CFAO and Contractor agree to include--

(i) Only those affected CAS-covered contracts and subcontracts having an estimate to complete exceeding a
specified amount; and
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(i) An estimate of the total increase or decrease in cost accumulations for all affected CAS-covered contracts and
subcontracts, using the results in paragraph (e)(2)(i) of this clause;

(3) Use a format acceptable to the CFAQ but, as a minimum, include the information in paragraph (d)(3) of this
clause: and

(4) When requested by the CFAO, identify all affected CAS-covered contracts and subcontracts.

(f) For GDM and DCI proposals that are subject to the requirements of paragraph (d) or (e) of this clause, calculate
the cost impact as follows:

(1) The cost impact calculation shall include all affected CAS-covered contracts and subcontracts regardless of their

status (i.e., open or closed) or the fiscal year in which the costs were incurred (i.e., whether or not the final indirect
rates have been established).

(2) For unilateral changes--

(1) Determine the increased or decreased cost to the Government for flexibly-priced contracts and subcontracts as
follows:

(A) When the estimated cost to complete using the changed practice exceeds the estimated cost to complete using the
current practice, the difference is increased cost to the Government.

(B) When the estimated cost to complete using the changed practice is less than the estimated cost to complete using
the current practice, the difference is decreased cost to the Government;

(ii) Determine the increased or decreased cost to the Government for fixed-priced contracts and subcontracts as
follows:

(A) When the estimated cost to complete using the changed practice is less than the estimated cost to complete using
the current practice, the difference is increased cost to the Government.

(B) When the estimated cost to complete using the changed practice exceeds the estimated cost to complete using the
current practice, the difference is decreased cost to the Government;

(iii) Calculate the total increase or decrease in contract and subcontract incentives, fees, and profits associated with
the increased or decreased costs to the Government in accordance with 48 CFR 9903.306(c). The associated increase
or decrease is based on the difference between the negotiated incentives, fees, and profits and the amounts that would
have been negotiated had the cost impact been known at the time the contracts and subcontracts were negotiated; and
(iv) Calculate the increased cost to the Government in the aggregate.

(3) For equitable adjustments for required or desirable changes--

(i) Estimated increased cost accumulations are the basis for increasing contract prices, target prices and cost ceilings;
and

(ii) Estimated decreased cost accumulations are the basis for decreasing contract prices, target prices and cost
ceilings.

(g) For any noncompliant cost accounting practice subject to paragraph (b)(4) of this clause, prepare the GDM
proposal as follows:
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(1) Calculate the cost impact in accordance with paragraph (i) of this clause.

(2) Use one or more of the following methods to determine the increase or decrease in contract and subcontract
prices or cost accumulations, as applicable:

(i) A representative sample of affected CAS-covered contracts and subcontracts.

(ii) When the noncompliance involves cost accumulation the change in indirect rates multiplied by the applicable
base for only flexibly-priced contracts and subcontracts.

(iii) Any other method that provides a reasonable approximation of the total increase or decrease.

(3) Use a format acceptable to the CFAO but, as a minimum, include the following data:

(i) The total increase or decrease in contract and subcontract price and cost accumulations, as applicable, by
Executive agency, including any impact the noncompliance may have on contract and subcontract incentives, fees,
and profits, for each of the following groups:

(A) Fixed-price contracts and subcontracts.

(B) Flexibly-priced contracts and subcontracts.

(i1) The increased or decreased cost to the Government for each of the following groups:

(A) Fixed-price contracts and subcontracts.

(B) Flexibly-priced contracts and subcontracts.

(iii) The total overpayments and underpayments made by the Government during the period of noncompliance.
(4) When requested by the CFAO, identify all CAS-covered contracts and subcontracts.

(h) For any noncompliant practice subject to paragraph (b)(4) of this clause, prepare the DCI proposal as follows:
(1) Calculate the cost impact in accordance with paragraph (i) of this clause.

(2) Show the increase or decrease in price and cost accumulations for each affected CAS-covered contract and
subcontract unless the CFAO and Contractor agree to--

(i) Include only those affected CAS-covered contracts and subcontracts having--

(A) Contract and subcontract values exceeding a specified amount when the noncompliance involves estimating
costs; and

(B) Incurred costs exceeding a specified amount when the noncompliance involves accumulating costs; and

(ii) Estimate the total increase or decrease in price and cost accumulations for all affected CAS-covered contracts
and subcontracts using the results in paragraph (h)(2)(i) of this clause.

(3) Use a format acceptable to the CFAO that, as a minimum, include the information in paragraph (g)(3) of this
clause.

(4) When requested by the CFAQ, identify all CAS-covered contracts and subcontracts.
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(i) For GDM and DCI proposals that are subject to the requirements of paragraph (g) or (h) of this clause, calculate
the cost impact as follows:

(1) The cost impact calculation shall include all affected CAS-covered contracts and subcontracts regardless of their
status (i.e., open or closed) or the fiscal year in which the costs are incurred (i.e., whether or not the final indirect
rates have been established).

(2) For noncompliances that involve estimating costs, determine the increased or decreased cost to the Government
for fixed-price contracts and subcontracts as follows:

(i) When the negotiated contract or subcontract price exceeds what the negotiated price would have been had the
Contractor used a compliant practice, the difference is increased cost to the Government.

(ii) When the negotiated contract or subcontract price is less than what the negotiated price would have been had the
Contractor used a compliant practice, the difference is decreased cost to the Government.

(3) For noncompliances that involve accumulating costs, determine the increased or decreased cost to the
Government for flexibly-priced contracts and subcontracts as follows:

(i) When the costs that were accumulated under the noncompliant practice exceed the costs that would have been
accumulated using a compliant practice (from the time the noncompliant practice was first implemented until the
date the noncompliant practice was replaced with a compliant practice), the difference is increased cost to the
Government.

(ii) When the costs that were accumulated under the noncompliant practice are less than the costs that would have
been accumulated using a compliant practice (from the time the noncompliant practice was first implemented until
the date the noncompliant practice was replaced with a compliant practice), the difference is decreased cost to the
Government.

(4) Calculate the total increase or decrease in contract and subcontracts incentives, fees, and profits associated with
the increased or decreased cost to the Government in accordance with 48 CFR 9903.306(c). The associated increase

or decrease is based on the difference between the negotiated incentives, fees, and profits and the amounts that would
have been negotiated had the Contractor used a compliant practice.

(5) Calculate the increased cost to the Government in the aggregate.

(j) If the Contractor does not submit the information required by paragraph (b) or (c) of this clause within the
specified time, or any extension granted by the CFAQ, the CFAO may take one or both of the following actions:

(1) Withhold an amount not to exceed 10 percent of each subsequent amount payment to the Contractor's affected
CAS-covered contracts, (up to the estimated general dollar magnitude of the cost impact), until such time as the
Contractor provides the required information to the CFAO.

(2) Issue a final decision in accordance with FAR 33.211 and unilaterally adjust the contract(s) by the estimated
amount of the cost impact.

(k) Agree to--

(1) Contract modifications to reflect adjustments required in accordance with paragraph (a)(4)(ii) or (a)(5) of the
clauses at FAR 52.230-2 and 52.230-5; or with paragraph (a)(3)(i) or (a)(4) of the clause at FAR 52.230-3; and

(2) Repay the Government for any aggregate increased cost paid to the Contractor.

(1) For all subcontracts subject to the clauses at FAR 52.230-2, 52.230-3, or 52.230-5--
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(1) So state in the body of the subcontract, in the letter of award, or in both (do not use self-deleting clauses);
(2) Include the substance of this clause in all negotiated subcontracts; and

(3) Within 30 days after award of the subcontract, submit the following information to the Contractor's CFAO:
(1) Subcontractor's name and subcontract number.

(ii) Dollar amount and date of award.

(iii) Name of Contractor making the award.

(m) Notify the CFAO in writing of any adjustments required to subcontracts under this contract and agree to an
adjustment to this contract price or estimated cost and fee. The Contractor shall--

(1) Provide this notice within 30 days after the Contractor receives the proposed subcontract adjustments; and

(2) Include a proposal for adjusting the higher-tier subcontract or the contract appropriately.

(n) For subcontracts containing the clause or substance of the clause at FAR 52.230-2, FAR 52.230-3, or FAR
52.230-5, require the subcontractor to comply with all Standards in effect on the date of award or of final agreement

on price, as shown on the subcontractor's signed Certificate of Current Cost or Pricing Data, whichever is earlier.

(End of clause)

52.230-7 PROPOSAL DISCLOSURE--COST ACCOUNTING PRACTICE CHANGES (APR 2005)

The offeror shall check ""yes" below if the contract award will result in a required or unilateral change in cost
accounting practice, including unilateral changes requested to be desirable changes.

( )Yes( )No
If the offeror checked ""Yes" above, the offeror shall--

(1) Prepare the price proposal in response to the solicitation using the changed practice for the period of performance
for which the practice will be used; and

(2) Submit a description of the changed cost accounting practice to the Contracting Officer and the Cognizant
Federal Agency Official as pricing support for the proposal.

(End of provision)

52.232-5 PAYMENTS UNDER FIXED-PRICE CONSTRUCTION CONTRACTS (SEP 2002)
(a) Payment of price. The Government shall pay the Contractor the contract price as provided in this contract.

(b) Progress payments. The Government shall make progress payments monthly as the work proceeds, or at more
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frequent intervals as determined by the Contracting Officer, on estimates of work accomplished which meets the
standards of quality established under the contract, as approved by the Contracting Officer.

(1) The Contractor's request for progress payments shall include the following substantiation:

(1) An itemization of the amounts requested, related to the various elements of work required by the contract covered
by the payment requested.

(ii) A listing of the amount included for work performed by each subcontractor under the contract.

(iif) A listing of the total amount of each subcontract under the contract.

(iv) A listing of the amounts previously paid to each such subcontractor under the contract.

(v) Additional supporting data in a form and detail required by the Contracting Officer.

(2) In the preparation of estimates, the Contracting Officer may authorize material delivered on the site and
preparatory work done to be taken into consideration. Material delivered to the Contractor at locations other than the
site also may be taken into consideration if--

(i) Consideration is specifically authorized by this contract; and

(ii) The Contractor furnishes satisfactory evidence that it has acquired title to such material and that the material will
be used to perform this contract.

(c) Contractor certification. Along with each request for progress payments, the Contractor shall furnish the
following certification, or payment shall not be made: (However, if the Contractor elects to delete paragraph (c)(4)
from the certification, the certification is still acceptable.)

I hereby certify, to the best of my knowledge and belief, that--

(1) The amounts requested are only for performance in accordance with the specifications, terms, and conditions of
the contract;

(2) All payments due to subcontractors and suppliers from previous payments received under the contract have been
made, and timely payments will be made from the proceeds of the payment covered by this certification, in
accordance with subcontract agreements and the requirements of chapter 39 of Title 31, United States Code;

(3) This request for progress payments does not include any amounts which the prime contractor intends to withhold
or retain from a subcontractor or supplier in accordance with the terms and conditions of the subcontract; and

(4) This certification is not to be construed as final acceptance of a subcontractor's performance.

(Name)

(Title)

(Date)
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(d) Refund of unearned amounts. If the Contractor, after making a certified request for progress payments, discovers
that a portion or all of such request constitutes a payment for performance by the Contractor that fails to conform to
the specifications, terms, and conditions of this contract (hereinafter referred to as the "unearned amount"), the
Contractor shall--

(1) Notify the Contracting Officer of such performance deficiency; and

(2) Be obligated to pay the Government an amount (computed by the Contracting Officer in the manner provided in
paragraph (j) of this clause) equal to interest on the unearned amount from the 8th day after the date of receipt of the
unearned amount until--

(i) The date the Contractor notifies the Contracting Officer that the performance deficiency has been corrected; or

(ii) The date the Contractor reduces the amount of any subsequent certified request for progress payments by an
amount equal to the unearned amount.

(e) Retainage. If the Contracting Officer finds that satisfactory progress was achieved during any period for which a
progress payment is to be made, the Contracting Officer shall authorize payment to be made in full. However, if
satisfactory progress has not been made, the Contracting Officer may retain a maximum of 10 percent of the amount
of the payment until satisfactory progress is achieved. When the work is substantially complete, the Contracting
Officer may retain from previously withheld funds and future progress payments that amount the Contracting Officer
considers adequate for protection of the Government and shall release to the Contractor all the remaining withheld
funds. Also, on completion and acceptance of each separate building, public work, or other division of the contract,
for which the price is stated separately in the contract, payment shall be made for the completed work without
retention of a percentage.

(f) Title, liability, and reservation of rights. All material and work covered by progress payments made shall, at the
time of payment, become the sole property of the Government, but this shall not be construed as--

(1) Relieving the Contractor from the sole responsibility for all material and work upon which payments have been
made or the restoration of any damaged work; or

(2) Waiving the right of the Government to require the fulfillment of all of the terms of the contract.

(g) Reimbursement for bond premiums. In making these progress payments, the Government shall, upon request,
reimburse the Contractor for the amount of premiums paid for performance and payment bonds (including
coinsurance and reinsurance agreements, when applicable) after the Contractor has furnished evidence of full
payment to the surety. The retainage provisions in paragraph (e) of this clause shall not apply to that portion of
progress payments attributable to bond premiums.

(h) Final payment. The Government shall pay the amount due the Contractor under this contract after--

(1) Completion and acceptance of all work;

(2) Presentation of a properly executed voucher; and

(3) Presentation of release of all claims against

the Government arising by virtue of this contract, other than claims, in stated amounts, that the Contractor has
specifically excepted from the operation of the release. A release may also be required of the assignee if the
Contractor's claim to amounts payable under this contract has been assigned under the Assignment of Claims Act of
1940 (31 U.S.C. 3727 and 41 U.S.C. 15).

(i) Limitation because of undefinitized work. Notwithstanding any provision of this contract, progress payments shall
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not exceed 80 percent on work accomplished on undefinitized contract actions. A "contract action" is any action
resulting in a contract, as defined in FAR Subpart 2.1, including contract modifications for additional supplies or
services, but not including contract modifications that are within the scope and under the terms of the contract, such
as contract modifications issued pursuant to the Changes clause, or funding and other administrative changes.

(j) Interest computation on unearned amounts. In accordance with 31 U.S.C. 3903(c)(1), the amount payable under
subparagraph (d)(2) of this clause shall be--

(1) Computed at the rate of average bond equivalent rates of 91-day Treasury bills auctioned at the most recent
auction of such bills prior to the date the Contractor receives the unearned amount; and

(2) Deducted from the next available payment to the Contractor.

(End of clause)

52.232-12 ADVANCE PAYMENTS (MAY 2001)

(a) Requirements for payment. Advance payments will be made under this contract (1) upon submission of properly
certified invoices or vouchers by the Contractor, and approval by the administering office, , or (2) under a
letter of credit. The amount of the invoice or voucher submitted plus all advance payments previously approved
shall not exceed $ . If a letter of credit is used, the Contractor shall withdraw cash only when needed for
disbursements acceptable under this contract and report cash disbursements and balances as required by the
administering office. The Contractor shall apply terms similar to this clause to any advance payments to
subcontractors.

(b) Special account. Until (1) the Contractor has liquidated all advance payments made under the contract and
related interest charges and (2) the administering office has approved in writing the release of any funds due and
payable to the Contractor, all advance payments and other payments under this contract shall be made by check
payable to the Contractor marked for deposit only in the Contractor's special account with the [insert the
name of the financial institution]. None of the funds in the special account shall be mingled with other funds of the
Contractor. Withdrawals from the special account may be made only by check of the Contractor countersigned by the
Contracting Officer or a Government countersigning agent designated in writing by the Contracting Officer.

(¢) Use of funds. The Contractor may withdraw funds from the special account only to pay for properly allocable,
allowable, and reasonable costs for direct materials, direct labor, and indirect costs. Other withdrawals require
approval in writing by the administering office. Determinations of whether costs are properly allocable, allowable,
and reasonable shall be in accordance with generally accepted accounting principles, subject to any applicable
subparts of Part 31 of the Federal Acquisition Regulation.

(d) Repayment to the Government. At any time, the Contractor may repay all or any part of the funds advanced by
the Government. Whenever requested in writing to do so by the administering office, the Contractor shall repay to
the Government any part of unliquidated advance payments considered by the administering office to exceed the
Contractor's current requirements or the amount specified in paragraph (a) above. If the Contractor fails to repay the
amount requested by the administering office, all or any part of the unliquidated advance payments may be
withdrawn from the special account by check signed by only the countersigning agent and applied to reduction of the
unliquidated advance payments under this contract.

(e) Maximum payment. When the sum of all unliquidated advance payments, unpaid interest charges, and other
payments exceed percent of the contract price, the Government shall withhold further payments to the
Contractor. On completion or termination of the contract, the Government shall deduct from the amount due to the
Contractor all unliquidated advance payments and all interest charges payable. If previous payments to the
Contractor exceed the amount due, the excess amount shall be paid to the Government on demand. For purposes of
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this paragraph, the contract price shall be considered to be the stated contract price of $ , less any subsequent
price reductions under the contract, plus (1) any price increases resulting from any terms of this contract for price
redetermination or escalation, and (2) any other price increases that do not, in the aggregate, exceed $ . Any
payments withheld under this paragraph shall be applied to reduce the unliquidated advance payments. If full
liquidation has been made, payments under the contract shall resume.

(f) Interest.

(1) The Contractor shall pay interest to the Government on the daily unliquidated advance payments at the daily rate
specified in subparagraph (f)(3) below. Interest shall be computed at the end of each calendar month for the actual
number of days involved. For the purpose of computing the interest charge--

(i) Advance payments shall be considered as increasing the unliquidated balance as of the date of the advance
payment check;

(ii) Repayments by Contractor check shall be considered as decreasing the unliquidated balance as of the date on
which the check is received by the Government authority designated by the Contracting Officer; and

(iii) Liquidations by deductions from Government payments to the Contractor shall be considered as decreasing the
unliquidated balance as of the date of the check for the reduced payment.

(2) Interest charges resulting from the monthly computation shall be deducted from payments, other than advance
payments, due the Contractor. If the accrued interest exceeds the payment due, any excess interest shall be carried
forward and deducted from subsequent payments. Interest carried forward shall not be compounded. Interest on
advance payments shall cease to accrue upon satisfactory completion or termination of the contract for the
convenience of the Government. The Contractor shall charge interest on advance payments to subcontractors in the
manner described above and credit the interest to the Government. Interest need not be charged on advance
payments to nonprofit educational or research subcontractors for experimental, developmental, or research work.

(3) If interest is required under the contract, the Contracting Officer shall determine a daily interest rate based on the
higher of (i) the published prime rate of the financial institution (depository) in which the special account is
established or (ii) the rate established by the Secretary of the Treasury under Pub. L. 92-41 (50 U.S.C. App.
1215(b)(2)). The Contracting Officer shall revise the daily interest rate during the contract period in keeping with
any changes in the cited interest rates.

(4) If the full amount of interest charged under this paragraph has not been paid by deduction or otherwise upon
completion or termination of this contract, the Contractor shall pay the remaining interest to the Government on
demand.

(g) Financial institution agreement. Before an advance payment is made under this contract, the Contractor shall
transmit to the administering office, in the form prescribed by the administering office, an agreement in triplicate
from the financial institution in which the special account is established, clearly setting forth the special character of
the account and the responsibilities of the financial institution under the account. The Contractor shall select a
financial institution that is a member bank of the Federal Reserve System, an “"insured" bank within the meaning of
the Federal Deposit Insurance Corporation Act (12 U.S.C. 1811), or a credit union insured by the National Credit
Union Administration.

(h) Lien on Special Account. The Government shall have a lien upon any balance in the special bank account
paramount to all other liens. The Government lien shall secure the repayment of any advance payments made under
this contract and any related interest charges.

(i) Lien on property under contract.

(1) All advance payments under this contract, together with interest charges, shall be secured, when made, by a lien
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in favor of the Government, paramount to all other liens, on the supplies or other things covered by this contract and
on all material and other property acquired for or allocated to the performance of this contract, except to the extent
that the Government by virtue of any other terms of this contract, or otherwise, shall have valid title to the supplies,
materials, or other property as against other creditors of the Contractor.

(2) The Contractor shall identify, by marking or segregation, all property that is subject to a lien in favor of the
Government by virtue of any terms of this contract in such a way as to indicate that it is subject to a lien and that it
has been acquired for or allocated to performing this contract. If, for any reason, the supplies, materials, or other
property are not identified by marking or segregation, the Government shall be considered to have a lien to the extent
of the Government's interest under this contract on any mass of property with which the supplies, materials, or other
property are commingled. The Contractor shall maintain adequate accounting control over the property on its books
and records.

(3) If, at any time during the progress of the work on the contract, it becomes necessary to deliver to a third person
any items or materials on which the Government has a lien, the Contractor shall notify the third person of the lien

and shall obtain from the third person a receipt in duplicate acknowledging the existence of the lien. The Contractor
shall provide a copy of each receipt to the Contracting Officer.

(4) If, under the termination clause, the Contracting Officer authorizes the Contractor to sell or retain termination
inventory, the approval shall constitute a release of the Government's lien to the extent that--

(i) The termination inventory is sold or retained; and
(ii) The sale proceeds or retention credits are applied to reduce any outstanding advance payments.
(h) Insurance. (1) The Contractor shall maintain with responsible insurance carriers—

(1) Insurance on plant and equipment against fire and other hazards, to the extent that similar properties are usually
insured by others operating plants and properties of similar character in the same general locality;

(ii) Adequate insurance against liability on account of damage to persons or property; and
(iii) Adequate insurance under all applicable workers' compensation laws.

(2) Until work under this contract has been completed and all advance payments made under the contract have been
liquidated, the Contractor shall--

(i) Maintain this insurance;

(ii) Maintain adequate insurance on any materials, parts, assemblies, subassemblies, supplies, equipment, and other
property acquired for or allocable to this contract and subject to the Government lien under paragraph (i) of this
clause; and

(iii) Furnish any evidence with respect to its insurance that the administering office may require.

(k) Default.

(1) If any of the following events occurs, the Government may, by written notice to the Contractor, withhold further
withdrawals from the special bank account and further payments on this contract:

(i) Termination of this contract for a fault of the Contractor.

(ii) A finding by the administering office that the Contractor has failed to—
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(A) Observe any of the conditions of the advance payment terms;
(B) Comply with any material term of this contract;
(C) Make progress or maintain a financial condition adequate for performance of this contract;
(D) Limit inventory allocated to this contract to reasonable requirements; or

(j) Avoid delinquency in payment of taxes or of the costs of performing this contract in the ordinary course of
business.

(iii) The appointment of a trustee, receiver, or liquidator for all or a substantial part of the Contractor's property, or
the institution of proceedings by or against the Contractor for bankruptcy, reorganization, arrangement, or
liquidation.

(iv) The service of any writ of attachment, levy of execution, or commencement of garnishment proceedings
concerning the special account.

(v) The commission of an act of bankruptcy.

(2) If any of the events described in subparagraph (1) above continue for 30 days after the written notice to the
Contractor, the Government may take any of the following additional actions:

(1) Withdraw by checks payable to the Treasurer of the United States, signed only by the countersigning agency, all
or any part of the balance in the special bank account and apply the amounts to reduce outstanding advance payments
and any other claims of the Government against the Contractor.

(i) Charge interest, in the manner prescribed in paragraph (f) above, on outstanding advance payments during the
period any event described in subparagraph (1) above.

(iii) Demand immediate repayment by the Contractor of the unliquidated balance of advance payments.

(iv) Take possession of and, with or without advertisement, sell at public or private sale all or any part of the
property on which the Government has a lien under this contract and, after deducting any expenses incident to the
sale, apply the net proceeds of the sale to reduce the unliquidated balance of advance payments or other Government
claims against the Contractor.

(3) The Government may take any of the actions described in subparagraphs (k)(1) and (2) of this clause it considers
appropriate at its discretion and without limiting any other rights of the Government.

(1) Prohibition against assignment. Notwithstanding any other terms of this contract, the Contractor shall not assign
this contract, any interest therein, or any claim under the contract to any party.

(m) Information and access to records. The Contractor shall furnish to the administering office (1) monthly or at
other intervals as required, signed or certified balance sheets and profit and loss statements together with a report on
the operation of the special account in the form prescribed by the administering office; and (2) if requested, other
information concerning the operation of the Contractor's business. The Contractor shall provide the authorized
Government representatives proper facilities for inspection of the Contractor's books, records, and accounts.

(n) Other security. The terms of this contract are considered to provide adequate security to the Government for

advance payments; however, if the administering office considers the security inadequate, the Contractor shall
furnish additional security satisfactory to the administering office, to the extent that the security is available.

(o) Representations. The Contractor represents the following:
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(1) The balance sheet, the profit and loss statement, and any other supporting financial statements furnished to the
administering office fairly reflect the financial condition of the Contractor at the date shown or the period covered,
and there has been no subsequent materially adverse change in the financial condition of the Contractor.

(2) No litigation or proceedings are presently pending or threatened against the Contractor, except as shown in the
financial statements.

(3) The Contractor has disclosed all contingent liabilities, except for liability resulting from the renegotiation of
defense production contracts, in the financial statements furnished to the administering office.

(4) None of the terms in this clause conflict with the authority under which the Contractor is doing business or with
the provision of any existing indenture or agreement of the Contractor.

(5) The Contractor has the power to enter into this contract and accept advance payments, and has taken all
necessary action to authorize the acceptance under the terms of this contract.

(6) The assets of the Contractor are not subject to any lien or encumbrance of any character except for current taxes
not delinquent, and except as shown in the financial statements furnished by the Contractor. There is no current
assignment of claims under any contract affected by these advance payment provisions.

(7) All information furnished by the Contractor to the administering office in connection with each request for
advance payments is true and correct.

(8) These representations and warranties shall be continuing and shall be considered to have been repeated by the
submission of each invoice for advance payments.

(p) Covenants. To the extent the Government considers it necessary while any advance payments made under this
contract remain outstanding, the Contractor, without the prior written consent of the administering office, shall not--

(1) Mortgage, pledge, or otherwise encumber or allow to be encumbered, any of the assets of the Contractor now
owned or subsequently acquired, or permit any preexisting mortgages, liens, or other encumbrances to remain on or
attach to any assets of the Contractor which are allocated to performing this contract and with respect to which the
Government has a lien under this contract;

(2) Sell, assign, transfer, or otherwise dispose of accounts receivable, notes, or claims for money due or to become
due;

(3) Declare or pay any dividends, except dividends payable in stock of the corporation, or make any other
distribution on account of any shares of its capital stock, or purchase, redeem, or otherwise acquire for value any of
its stock, except as required by sinking fund or redemption arrangements reported to the administering office
incident to the establishment of these advance payment provisions;

(4) Sell, convey, or lease all or a substantial part of its assets;

(5) Acquire for value the stock or other securities of any corporation, municipality, or governmental authority, except
direct obligations of the United States;

(6) Make any advance or loan or incur any liability as guarantor, surety, or accommodation endorser for any party;

(7) Permit a writ of attachment or any similar process to be issued against its property without getting a release or
bonding the property within 30 days after the entry of the writ of attachment or other process;

(8) Pay any remuneration in any form to its directors, officers, or key employees higher than rates provided in
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existing agreements of which notice has been given to the administering office; accrue excess remuneration without
first obtaining an agreement subordinating it to all claims of the Government; or employ any person at a rate of
compensation over $ a year;

(9) Change substantially the management, ownership, or control of the corporation;

(10) Merge or consolidate with any other firm or corporation, change the type of business, or engage in any
transaction outside the ordinary course of the Contractor's business as presently conducted;

(11) Deposit any of its funds except in a bank or trust company insured by the Federal Deposit Insurance
Corporation or a credit union insured by the National Credit Union Administration;

(12) Create or incur indebtedness for advances, other than advances to be made under the terms of this contract, or
for borrowings;

(13) Make or covenant for capital expenditures exceeding $ in total;

(14) Permit its net current assets, computed in accordance with generally accepted accounting principles, to become
less than $ ;or

(15) Make any payments on account of the obligations listed below, except in the manner and to the extent provided
in this contract:

(End of clause)

52.232-12 ADVANCE PAYMENTS (MAY 1999) - ALTERNATE I (APR 1984)

(a) Requirements for payment. Advance payments will be made under this contract (1) upon submission of properly
certified invoices or vouchers by the Contractor, and approval by the administering office, , or (2) under a
letter of credit. The amount of the invoice or voucher submitted plus all advance payments previously approved
shall not exceed $ . If a letter of credit is used, the Contractor shall withdraw cash only when needed for
disbursements acceptable under this contract and report cash disbursements and balances as required by the
administering office. The Contractor shall apply terms similar to this clause to any advance payments to
subcontractors.

(b) Special account. Until (1) the contractor has liquidated all advance payments made under the contract and
related interest charges and (2) the administering office has approved in writing the release of any funds due and
payable to the Contractor, all advance payments and other payments under this contract shall be made by check
payable to the Contractor marked for deposit only in the Contractor's special account with the (insert the name
of the financial institution). None of the funds in the special account shall be mingled with other funds of the
Contractor. Withdrawals from the special account may be made only by check of the Contractor countersigned by the
Contracting Officer or a Government countersigning agent designated in writing by the Contracting Officer.

(c) Use of funds. The Contractor may withdraw funds from the special account only to pay for properly allocable,
allowable, and reasonable costs for direct materials, direct labor, and indirect costs. Other withdrawals require
approval in writing by the administering office. Determinations of whether costs are properly allocable, allowable,
and reasonable shall be in accordance with generally accepted accounting principles, subject to any applicable
subparts of Part 31 of the Federal Acquisition Regulation.

(d) Repayment to the Government. At any time, the Contractor may repay all or any part of the funds advanced by
the Government. Whenever requested in writing to do so by the administering office, the Contractor shall repay to
the Government any part of unliquidated advance payments considered by the administering office to exceed the
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Contractor's current requirements or the amount specified in paragraph (a) above. If the Contractor fails to repay the
amount requested by the administering office, all or any part of the unliquidated advance payments may be
withdrawn from the special account by check signed by only the countersigning agent and applied to reduction of the
unliquidated advance payments under this contract.

(e) Maximum payment. When the sum of all unliquidated advance payments, unpaid interest charges, and other
payments exceed percent of the contract price, the Government shall withhold further payments to the
Contractor. On completion or termination of the contract, the Government shall deduct from the amount due to the
Contractor all unliquidated advance payments and all interest charges payable. If previous payments to the
Contractor exceed the amount due, the excess amount shall be paid to the Government on demand. For purposes of
this paragraph, the contract price shall be considered to be the stated contract price of $ , less any subsequent
price reductions under the contract, plus (1) any price increases resulting from any terms of this contract for price
redetermination or escalation, and (2) any other price increases that do not, in the aggregate, exceed $ . Any
payments withheld under this paragraph shall be applied to reduce the unliquidated advance payments. If full
liquidation has been made, payments under the contract shall resume.

() Interest.

(1) The Contractor shall pay interest to the Government on the daily unliquidated advance payments at the daily rate
specified in subparagraph (f)(3) below. Interest shall be computed at the end of each calendar month for the actual
number of days involved. For the purpose of computing the interest charge--

(i) Advance payments shall be considered as increasing the unliquidated balance as of the date of the advance
payment check;

(ii) Repayments by Contractor check shall be considered as decreasing the unliquidated balance as of the date on
which the check is received by the Government authority designated by the Contracting Officer; and

(iii) Liquidations by deductions from Government payments to the Contractor shall be considered as decreasing the
unliquidated balance as of the date of the check for the reduced payment.

(2) Interest charges resulting from the monthly computation shall be deducted from payments, other than advance
payments, due the Contractor. If the accrued interest exceeds the payment due, any excess interest shall be carried
forward and deducted from subsequent payments. Interest carried forward shall not be compounded. Interest on
advance payments shall cease to accrue upon satisfactory completion or termination of the contract for the
convenience of the Government. The Contractor shall charge interest on advance payments to subcontractors in the
manner described above and credit the interest to the Government. Interest need not be charged on advance
payments to nonprofit educational or research subcontractors for experimental, developmental, or research work.

(3) If interest is required under the contract, the Contracting Officer shall determine a daily interest rate based on the
higher of

(i) the published prime rate of the banking institution (depository) in which the special bank account is established or

(ii) the rate established by the Secretary of the Treasury under Pub. L. 92-41 (50 U.S.C. App. 1215(b)(2)). The
Contracting Officer shall revise the daily interest rate during the contract period in keeping with any changes in the
cited interest rates.

(4) If the full amount of interest charged under this paragraph has not been paid by deduction or otherwise upon
completion or termination of this contract, the Contractor shall pay the remaining interest to the Government on
demand.

(g) Financial institution agreement. Before an advance payment is made under this contract, the Contractor shall
transmit to the administering office, in the form prescribed by the administering office, an agreement in triplicate
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from the bank in which the special account is established, clearly setting forth the special character of the account
and the responsibilities of the bank under the account. If possible, the Contractor shall select a financial institution
that is a member bank of the Federal Reserve System, a "insured" bank within the meaning the Federal Deposit
Insurance Corporation Act (12 U.S.C. 1811) or a credit union insured by the National Credit Union Administration..

(h) Lien on Special Bank Account. The Government shall have a lien upon any balance in the special bank account
paramount to all other liens. The Government lien shall secure the repayment of any advance payments made under
this contract and any related interest charges.

(i) Lien on property under contract.

(1) All advance payments under this contract, together with interest charges, shall be secured, when made, by a lien
in favor of the Government, paramount to all other liens, on the supplies or other things covered by this contract and
on all material and other property acquired for or allocated to the performance of this contract, except to the extent
that the Government by virtue of any other terms of this contract, or otherwise, shall have valid title to the supplies,
materials, or other property as against other creditors of the Contractor.

(2) The Contractor shall identify, by marking or segregation, all property that is subject to a lien in favor of the
Government by virtue of any terms of this contract in such a way as to indicate that it is subject to a lien and that it
has been acquired for or allocated to performing this contract. If, for any reason, the supplies, materials, or other
property are not identified by marking or segregation, the Government shall be considered to have a lien to the extent
of the Government's interest under this contract on any mass of property with which the supplies, materials, or other
property are commingled. The Contractor shall maintain adequate accounting control over the property on its books
and records.

(3) If, at any time during the progress of the work on the contract, it becomes necessary to deliver to a third person
any items or materials on which the Government has a lien, the Contractor shall notify the third person of the lien
and shall obtain from the third person a receipt in duplicate acknowledging the existence of the lien. The Contractor
shall provide a copy of each receipt to the Contracting Officer.

(4) If, under the termination clause, the Contracting Officer authorizes the Contractor to sell or retain termination
inventory, the approval shall constitute a release of the Government's lien to the extent that--

(i) The termination inventory is sold or retained; and
(ii) The sale proceeds or retention credits are applied to reduce any outstanding advance payments.
(i) Insurance. (1) The Contractor shall maintain with responsible insurance carriers—

(i) Insurance on plant and equipment against fire and other hazards, to the extent that similar properties are usually
insured by others operating plants and properties of similar character in the same general locality;

(ii) Adequate insurance against liability on account of damage to persons or property; and
(iii) Adequate insurance under all applicable workers' compensation laws.

(2) Until work under this contract has been completed and all advance payments made under the contract have been
liquidated, the Contractor shall--
(i) Maintain this insurance;

(ii) Maintain adequate insurance on any materials, parts, assemblies, subassemblies, supplies, equipment, and other
property acquired for or allocable to this contract and subject to the Government lien under paragraph (i) of this
clause; and
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(iii) Furnish any evidence with respect to its insurance that the administering office may require.
(k) Default.

(1) If any of the following events occurs, the Government may, by written notice to the Contractor, withhold further
withdrawals from the special bank account and further payments on this contract:

(i) Termination of this contract for a fault of the Contractor.

(i) A finding by the administering office that the Contractor has failed to--

(A) Observe any of the conditions of the advance payment terms;

(B) Comply with any material term of this contract;

(C) Make progress or maintain a financial condition adequate for performance of this contract;
(D) Limit inventory allocated to this contract to reasonable requirements; or

(k) Avoid delinquency in payment of taxes or of the costs of performing this contract in the ordinary course of
business.

(iii) The appointment of a trustee, receiver, or liquidator for all or a substantial part of the Contractor's property, or
the institution of proceedings by or against the Contractor for bankruptcy, reorganization, arrangement, or
liquidation.

(iv) The service of any writ of attachment, levy of execution, or commencement of garnishment proceedings
concerning the special bank account.

(v) The commission of an act of bankruptcy.

(2) If any of the events described in subparagraph (1) above continue for 30 days after the written notice to the
Contractor, the Government may take any of the following additional actions:

(i) Withdraw by checks payable to the Treasurer of the United States, signed only by the countersigning agency, all
or any part of the balance in the special bank account and apply the amounts to reduce outstanding advance payments
and any other claims of the Government against the Contractor.

(1) Charge interest, in the manner prescribed in paragraph (f) above, on outstanding advance payments during the
period any event described in subparagraph (1) above.

(iii) Demand immediate repayment by the Contractor of the unliquidated balance of advance payments.

(iv) Take possession of and, with or without advertisement, sell at public or private sale all or any part of the
property on which the Government has a lien under this contract and, after deducting any expenses incident to the
sale, apply the net proceeds of the sale to reduce the unliquidated balance of advance payments or other Government
claims against the Contractor.

(3) The Government may take any of the actions described in subparagraphs (k)(1) and (2) of this clause it considers
appropriate at its discretion and without limiting any other rights of the Government.

(I) Prohibition against assignment. Notwithstanding any other terms of this contract, the Contractor shall not assign
this contract, any interest therein, or any claim under the contract to any party.
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(m) Information and access to records. The Contractor shall furnish to the administering office (1) monthly or at
other intervals as required, signed or certified balance sheets and profit and loss statements together with a report on
the operation of the special bank account in the form prescribed by the administering office; and (2) if requested,
other information concerning the operation of the Contractor's business. The Contractor shall provide the authorized
Government representatives proper facilities for inspection of the Contractor's books, records, and accounts.

(n) Other security. The terms of this contract are considered to provide adequate security to the Government for
advance payments; however, if the administering office considers the security inadequate, the Contractor shall
furnish additional security satisfactory to the administering office, to the extent that the security is available.

(o) Representations. The Contractor represents the following:

(1) The balance sheet, the profit and loss statement, and any other supporting financial statements furnished to the
administering office fairly reflect the financial condition of the Contractor at the date shown or the period covered,
and there has been no subsequent materially adverse change in the financial condition of the Contractor.

(2) No litigation or proceedings are presently pending or threatened against the Contractor, except as shown in the
financial statements.

(3) The Contractor has disclosed all contingent liabilities, except for liability resulting from the renegotiation of
defense production contracts, in the financial statements furnished to the administering office.

(4) None of the terms in this clause conflict with the authority under which the Contractor is doing business or with
the provision of any existing indenture or agreement of the Contractor.

(5) The Contractor has the power to enter into this contract and accept advance payments, and has taken all
necessary action to authorize the acceptance under the terms of this contract.

(6) The assets of the Contractor are not subject to any lien or encumbrance of any character except for current taxes
not delinquent, and except as shown in the financial statements furnished by the Contractor. There is no current
assignment of claims under any contract affected by these advance payment provisions.

(7) All information furnished by the Contractor to the administering office in connection with each request for
advance payments is true and correct.

(8) These representations and warranties shall be continuing and shall be considered to have been repeated by the
submission of each invoice for advance payments.

(p) Covenants. To the extent the Government considers it necessary while any advance payments made under this
contract remain outstanding, the Contractor, without the prior written consent of the administering office, shall not--

(1) Mortgage, pledge, or otherwise encumber or allow to be encumbered, any of the assets of the Contractor now
owned or subsequently acquired, or permit any preexisting mortgages, liens, or other encumbrances to remain on or
attach to any assets of the Contractor which are allocated to performing this contract and with respect to which the
Government has a lien under this contract;

(2) Sell, assign, transfer, or otherwise dispose of accounts receivable, notes, or claims for money due or to become
due;

(3) Declare or pay any dividends, except dividends payable in stock of the corporation, or make any other
distribution on account of any shares of its capital stock, or purchase, redeem, or otherwise acquire for value any of
its stock, except as required by sinking fund or redemption arrangements reported to the administering office
incident to the establishment of these advance payment provisions;
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(4) Sell, convey, or lease all or a substantial part of its assets;

(5) Acquire for value the stock or other securities of any corporation, municipality, or governmental authority, except
direct obligations of the United States;

(6) Make any advance or loan or incur any liability as guarantor, surety, or accommodation endorser for any party;

(7) Permit a writ of attachment or any similar process to be issued against its property without getting a release or
bonding the property within 30 days after the entry of the writ of attachment or other process;

(8) Pay any remuneration in any form to its directors, officers, or key employees higher than rates provided in
existing agreements of which notice has been given to the administering office; accrue excess remuneration without
first obtaining an agreement subordinating it to all claims of the Government; or employ any person at a rate of
compensation over $ a year;

(9) Change substantially the management, ownership, or control of the corporation;

(10) Merge or consolidate with any other firm or corporation, change the type of business, or engage in any
transaction outside the ordinary course of the Contractor's business as presently conducted;

(11) Deposit any of its funds except in a bank or trust company insured by the Federal Deposit Insurance
Corporation; or a credit union insured by the National Credit Union Administration.

(12) Create or incur indebtedness for advances, other than advances to be made under the terms of this contract, or
for borrowings;

(13) Make or covenant for capital expenditures exceeding $ in total;

(14) Permit its net current assets, computed in accordance with generally accepted accounting principles, to become
less than § ; or

(15) Make any payments on account of the obligations listed below, except in the manner and to the extent provided
in this contract:

(End of clause)

5§2.232-12 ADVANCE PAYMENTS (MAY 2001) - ALTERNATE IT (MAY 2001)

(a) Requirements for payment. Advance payments will be made under this contract (1) upon submission of properly
certified invoices or vouchers by the Contractor, and approval by the administering office, , or (2) under a
letter of credit. The amount of the invoice or voucher submitted plus all advance payments previously approved
shall not exceed $ . If a letter of credit is used, the Contractor shall withdraw cash only when needed for
disbursements acceptable under this contract and report cash disbursements and balances as required by the
administering office. The Contractor shall apply terms similar to this clause to any advance payments to
subcontractors.

(b) Special account. Until (1) the Contractor has liquidated all advance payments made under the contract and
related interest charges and (2) the administering office has approved in writing the release of any funds due and
payable to the Contractor, all advance payments and other payments under this contract shall be made by check
payable to the Contractor marked for deposit only in the Contractor's special account with the [insert the
name of the financial institution]. None of the funds in the special account shall be mingled with other funds of the
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Contractor. Withdrawals from the special account may be made only by check of the Contractor countersigned by the
Contracting Officer or a Government countersigning agent designated in writing by the Contracting Officer.

(c) Use of funds. The Contractor shall withdraw funds from the special bank account only to pay for allowable costs
as prescribed by the . . . . clause of this contract. Payment for any other types of expenses shall be approved in
writing by the administering office.

(d) Repayment to the Government. At any time, the Contractor may repay all or any part of the funds advanced by
the Government. Whenever requested in writing to do so by the administering office, the Contractor shall repay to
the Government any part of unliquidated advance payments considered by the administering office to exceed the
Contractor's current requirements or the amount specified in paragraph (a) above. If the Contractor fails to repay the
amount requested by the administering office, all or any part of the unliquidated advance payments may be
withdrawn from the special account by check signed by only the countersigning agent and applied to reduction of the
unliquidated advance payments under this contract.

(e) Maximum payment. When the sum of all unliquidated advance payments, unpaid interest charges, and other
payments equal the fotal estimated cost of § . . . . (not including fixed-fee, if any) for the work under this contract, the
Government shall withhold further payments to the Contractor. Upon completion or termination of the contract, the
Government shall deduct from the amount due to the Contractor all unliquidated advance payments and interest
charges payable. The Contractor shall pay any deficiency to the Government upon demand. For purposes of this
paragraph, the estimated cost shall be considered to be the stated estimated cost, less any subsequent reductions of
the estimated cost, plus any increases in the estimated costs that do not, in the aggregate, exceed $ . . . . [Insert an
amount not higher than 10 percent of the stated estimated cost inserted in this paragraph]. The estimated cost shall
include, without limitation, any reimbursable cost (as estimated by the Contracting Officer) incident to a termination
for the convenience of the Government. Any payments withheld under this paragraph shall be applied to reduce the
unliquidated advance payments. If full liquidation has been made, payments under the contract shall resume.

(f) Interest. (1) The Contractor shall pay interest to the Government on the daily unliquidated advance payments at
the daily rate specified in subparagraph (f)(3) below. Interest shall be computed at the end of each calendar month
for the actual number of days involved. For the purpose of computing the interest charge, the following shall be
observed:

(1) Advance payments shall be considered as increasing the unliquidated balance as of the date of the advance
payment check.

(ii) Repayments by Contractor check shall be considered as decreasing the unliquidated balance as of the date on
which the check is received by the Government authority designated by the Contracting Officer.

(iii) Liquidations by deductions from payments to the Contractor shall be considered as decreasing the unliquidated
balance as of the dates on which the Contractor presents to the Contracting Officer full and accurate data for the
preparation of each voucher. Credits resulting from these deductions shall be made upon the approval of the
reimbursement vouchers by the Disbursing Officer, based upon the Contracting Officer's certification of the
applicable dates.

(2) Interest charges resulting from the monthly computation shall be deducted from any payments on account of the
fixed-fee due to the Contractor. If the accrued interest exceeds the payment due, any excess interest shall be carried
forward and deducted from subsequent payments of the contract price or fixed-fee. Interest carried forward shall not
be compounded. Interest on advance payments shall cease to accrue upon (i) satisfactory completion or (ii)
termination of the contract for the convenience of the Government. The Contractor shall charge interest on advance
payments to subcontractors in the manner described above and credit the interest to the Government. Interest need
not be charged on advance payments to nonprofit educational or research subcontractors for experimental,
developmental, or research work.
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(3) If interest is required under the contract, the Contracting Officer shall determine a daily interest rate based on the
higher of (i) the published prime rate of the financial institution (depository) in which the special account is
established or (ii) the rate established by the Secretary of the Treasury under Pub. L. 92-41 (50 U.S.C. App.
1215(b)(2)). The Contracting Officer shall revise the daily interest rate during the contract period in keeping with
any changes in the cited interest rates.

(4) If the full amount of interest charged under this paragraph has not been paid by deduction or otherwise upon
completion or termination of this contract, the Contractor shall pay the remaining interest to the Government on
demand.

(g) Financial institution agreement. Before an advance payment is made under this contract, the Contractor shall
transmit to the administering office, in the form prescribed by the administering office, an agreement in triplicate
from the financial institution in which the special account is established, clearly setting forth the special character of
the account and the responsibilities of the financial institution under the account. The Contractor shall select a
financial institution that is a member bank of the Federal Reserve System, an *'insured” bank within the meaning of
the Federal Deposit Insurance Corporation Act (12 U.S.C. 1811), or a credit union insured by the National Credit
Union Administration,

(h) Lien on Special Account. The Government shall have a lien upon any balance in the special bank account
paramount to all other liens. The Government lien shall secure the repayment of any advance payments made under
this contract and any related interest charges.

(i) Lien on property under contract.

(1) All advance payments under this contract, together with interest charges, shall be secured, when made, by a lien
in favor of the Government, paramount to all other liens, on the supplies or other things covered by this contract and
on all material and other property acquired for or allocated to the performance of this contract, except to the extent
that the Government by virtue of any other terms of this contract, or otherwise, shall have valid title to the supplies,
materials, or other property as against other creditors of the Contractor.

(2) The Contractor shall identify, by marking or segregation, all property that is subject to a lien in favor of the
Government by virtue of any terms of this contract in such a way as to indicate that it is subject to a lien and that it
has been acquired for or allocated to performing this contract. If, for any reason, the supplies, materials, or other
property are not identified by marking or segregation, the Government shall be considered to have a lien to the extent
of the Government's interest under this contract on any mass of property with which the supplies, materials, or other
property are commingled. The Contractor shall maintain adequate accounting control over the property on its books
and records.

(3) If, at any time during the progress of the work on the contract, it becomes necessary to deliver to a third person
any items or materials on which the Government has a lien, the Contractor shall notify the third person of the lien
and shall obtain from the third person a receipt in duplicate acknowledging the existence of the lien. The Contractor
shall provide a copy of each receipt to the Contracting Officer.

(4) If, under the termination clause, the Contracting Officer authorizes the Contractor to sell or retain termination
inventory, the approval shall constitute a release of the Government's lien to the extent that--

(i) The termination inventory is sold or retained; and
(ii) The sale proceeds or retention credits are applied to reduce any outstanding advance payments.
() Insurance. (1) The Contractor shall maintain with responsible insurance carriers—

(i) Insurance on plant and equipment against fire and other hazards, to the extent that similar properties are usually
insured by others operating plants and properties of similar character in the same general locality;
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(ii) Adequate insurance against liability on account of damage to persons or property; and
(iii) Adequate insurance under all applicable workers' compensation laws.

(2) Until work under this contract has been completed and all advance payments made under the contract have been
liquidated, the Contractor shall--

(1) Maintain this insurance;

(i1) Maintain adequate insurance on any materials, parts, assemblies, subassemblies, supplies, equipment, and other
property acquired for or allocable to this contract and subject to the Government lien under paragraph (i) of this
clause; and

(iii) Furnish any evidence with respect to its insurance that the administering office may require.
(k) Default.

(1) If any of the following events occurs, the Government may, by written notice to the Contractor, withhold further
withdrawals from the special bank account and further payments on this contract:

(i) Termination of this contract for a fault of the Contractor.

(ii) A finding by the administering office that the Contractor has failed to--

(A) Observe any of the conditions of the advance payment terms;

(B) Comply with any material term of this contract;

(C) Make progress or maintain a financial condition adequate for performance of this contract;
(D) Limit inventory allocated to this contract to reasonable requirements; or

(j) Avoid delinquency in payment of taxes or of the costs of performing this contract in the ordinary course of
business.

(iii) The appointment of a trustee, receiver, or liquidator for all or a substantial part of the Contractor's property, or
the institution of proceedings by or against the Contractor for bankruptcy, reorganization, arrangement, or
liquidation.

(iv) The service of any writ of attachment, levy of execution, or commencement of garnishment proceedings
concerning the special account.

(v) The commission of an act of bankruptcy.

(2) If any of the events described in subparagraph (1) above continue for 30 days after the written notice to the
Contractor, the Government may take any of the following additional actions:

(i) Withdraw by checks payable to the Treasurer of the United States, signed only by the countersigning agency, all
or any part of the balance in the special bank account and apply the amounts to reduce outstanding advance payments
and any other claims of the Government against the Contractor.

(ii) Charge interest, in the manner prescribed in paragraph (f) above, on outstanding advance payments during the
period any event described in subparagraph (1) above.
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(iii) Demand immediate repayment by the Contractor of the unliquidated balance of advance payments.

(iv) Take possession of and, with or without advertisement, sell at public or private sale all or any part of the
property on which the Government has a lien under this contract and, after deducting any expenses incident to the
sale, apply the net proceeds of the sale to reduce the unliquidated balance of advance payments or other Government
claims against the Contractor.

(3) The Government may take any of the actions described in subparagraphs (k)(1) and (2) of this clause it considers
appropriate at its discretion and without limiting any other rights of the Government.

(1) Prohibition against assignment. Notwithstanding any other terms of this contract, the Contractor shall not assign
this contract, any interest therein, or any claim under the contract to any party.

(m) Information and access to records. The Contractor shall furnish to the administering office (1) monthly or at
other intervals as required, signed or certified balance sheets and profit and loss statements together with a report on
the operation of the special account in the form prescribed by the administering office; and (2) if requested, other
information concerning the operation of the Contractor's business. The Contractor shall provide the authorized
Government representatives proper facilities for inspection of the Contractor's books, records, and accounts.

(n) Other security. The terms of this contract are considered to provide adequate security to the Government for
advance payments; however, if the administering office considers the security inadequate, the Contractor shall
furnish additional security satisfactory to the administering office, to the extent that the security is available.

(o) Representations. The Contractor represents the following:

(1) The balance sheet, the profit and loss statement, and any other supporting financial statements furnished to the
administering office fairly reflect the financial condition of the Contractor at the date shown or the period covered,
and there has been no subsequent materially adverse change in the financial condition of the Contractor.

(2) No litigation or proceedings are presently pending or threatened against the Contractor, except as shown in the
financial statements.

(3) The Contractor has disclosed all contingent Habilities, except for liability resulting from the renegotiation of
defense production contracts, in the financial statements furnished to the administering office.

(4) None of the terms in this clause conflict with the authority under which the Contractor is doing business or with
the provision of any existing indenture or agreement of the Contractor.

(5) The Contractor has the power to enter into this contract and accept advance payments, and has taken all
necessary action to authorize the acceptance under the terms of this contract.

(6) The assets of the Contractor are not subject to any lien or encumbrance of any character except for current taxes
not delinquent, and except as shown in the financial statements furnished by the Contractor. There is no current
assignment of claims under any contract affected by these advance payment provisions.

(7) All information furnished by the Contractor to the administering office in connection with each request for
advance payments is true and correct.

(8) These representations and warranties shall be continuing and shall be considered to have been repeated by the
submission of each invoice for advance payments.

(p) Covenants. To the extent the Government considers it necessary while any advance payments made under this
contract remain outstanding, the Contractor, without the prior written consent of the administering office, shall not--
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(1) Mortgage, pledge, or otherwise encumber or allow to be encumbered, any of the assets of the Contractor now
owned or subsequently acquired, or permit any preexisting mortgages, liens, or other encumbrances to remain on or
attach to any assets of the Contractor which are allocated to performing this contract and with respect to which the
Government has a lien under this contract;

(2) Sell, assign, transfer, or otherwise dispose of accounts receivable, notes, or claims for money due or to become
due;

(3) Declare or pay any dividends, except dividends payable in stock of the corporation, or make any other
distribution on account of any shares of its capital stock, or purchase, redeem, or otherwise acquire for value any of
its stock, except as required by sinking fund or redemption arrangements reported to the administering office
incident to the establishment of these advance payment provisions;

(4) Sell, convey, or lease all or a substantial part of its assets;

(5) Acquire for value the stock or other securities of any corporation, municipality, or governmental authority, except
direct obligations of the United States;

(6) Make any advance or loan or incur any liability as guarantor, surety, or accommodation endorser for any party;

(7) Permit a writ of attachment or any similar process to be issued against its property without getting a release or
bonding the property within 30 days after the entry of the writ of attachment or other process;

(8) Pay any remuneration in any form to its directors, officers, or key employees higher than rates provided in
existing agreements of which notice has been given to the administering office; accrue excess remuneration without
first obtaining an agreement subordinating it to all claims of the Government; or employ any person at a rate of
compensation over $ a year;

(9) Change substantially the management, ownership, or control of the corporation;

(10) Merge or consolidate with any other firm or corporation, change the type of business, or engage in any
transaction outside the ordinary course of the Contractor's business as presently conducted;

(11) Deposit any of its funds except in a bank or trust company insured by the Federal Deposit Insurance
Corporation or a credit union insured by the National Credit Union Administration;

(12) Create or incur indebtedness for advances, other than advances to be made under the terms of this contract, or
for borrowings;

(13) Make or covenant for capital expenditures exceeding $ in total;

(14) Permit its net current assets, computed in accordance with generally accepted accounting principles, to become
less than $ ; or

(15) Make any payments on account of the obligations listed below, except in the manner and to the extent provided
in this contract:

(End of clause)

52.232-12 ADVANCE PAYMENTS (MAY 2001) - ALTERNATE III (APR 1984)



